
14890 OONGRESSION.A.L RECORD-SENATE. SEPTEl\IBER. 10, 

SENATE. 
THURSDAY; .September 10, 1914,. 

(Legislative day <>1 Saturday, September 5, 191lj.)" 

The Senate reassembled at 12 o'clock noon, on the expiration 
of the recess. 

The VICE PRESIDENT~ The Senate resumes consideration 
of Sennte bill 6398. and the pending amendment is tbe amend­
ment of the Senator from North Carolina [Mr. OvERMAN]. 

THE COTTON CROP. 

Ur. VARDAl\IAN. 1\fr. President, I ask unanimous consent 
to ha•e printed in the RECORD a petition from citizens of Quit­
man County, 1\Iiss .. with. reference to the cotton situation. 

The VICE PRESIDENT. Is there objection? The Chair 
hears ·none, and it is so .ordered. 

The petition was referred to the Committee on Agriculture 
and Forestry, as follows: 
To the Congress of the United Sta'tes: 

The cotton growers, merchants, and other business men or Quitman 
County, Miss., respectfully represent-

That by reason of the condition~ brought about by European war, 
involving countries that consume the mnjor part of ous· cotton that 
is exported and the certainty of the calamJty that will befall the entire 
business Interests of the South if st(>ps are not taken to assist the 
farmet·s in cart·ying over a sufficient percentage of the cotton crop of 
1914 until snch time as the foreign manufactm·ers can enter the m:u·lcet 
fol' such cotton, we are confronted with the conditions that will prac­
tically bankrupt the entire .Soutb unless Congress now ln session ~ake 
some provision to assist the cotton growers. similar to the prov!ssons 
made by Congress for the protection of the banks during the threatened 

mo""'~lra:~cbave the utmost confidence in the ability or representatives 
in the Senate and House, and while we know that their every energy 
will be exerted in our behalf, we be:: leave to lmpre~<s upon our Senators 
and Representatives the importance of prompt action, and respectfully 
sug..-est a plan similar to the one hereinafter outlined! which will !nsnre 
the "'protection of the South against the present and mpcndlng danger; 
and with this In view, we suggest: 

First. That cotton be stored by the growers of cotton ln warehouses 
provided bv the growers ot· counties or Stntes nt such places In f:ach 
county in cotton-gi·owlng Statf:S as shall bt> designated by propel' ngents 
of the Departments of Agr1culture and Markets of the Govet·nment. 

Second. That all tbP cotton stored in such wat·ehom>es shall be in 
cbaro-e of an agent ol' agents ot the Depnrtml:'nts of Agrlculture and 
Markets of th~ Government. who shall be appointed by said depart­
ments, and who shall be paid by an assessment on the cotton, .as here-

in~~~~~~adte'!n;d cotton, when -so stored In such warehouses, -shall be 
snmpled and classified by such agents ·Of the Departments of Agricul­
ture and Markl:'ts in the am:e manner and on the basis provided for 
the standard gradin~ and classification of cotton by said department, 
and said grading 11nd sampling to be by three s~mples. one to be de­
livered to the ownt>r. hYo r ta!ned by the agents 1n the warehouse, one 
of wWch shall be deiivN·ed to the pur(:haser when sold. 

Fourth. That a commlttl:'e of tht·ee or flT"e mt>mbers, to be app:ointed 
by the Departments of Agr1culture ami Markets be oppolnt«'d. whose 
duty it sha'l be to pass upon and settle all or the disputes or :differences 
that may arise 0\ er the classification or gmdln"" of .cotton. 

Fifth. That a valuation of 121 eents per ponnd for 11p1.and mid­
dling cotto'l be established by said agents of said departments and a 
con·espond!ng valuation Oll the ·other grades and staples be p.lacal by 

sa~~~~nJ~at wb~ s'uch cotton is so stored 1n such warebonsl:'s and 
grnded and clnssified and valued. tbe said agents of said departments 
11J charge or S11id warehouse -shall issue a receipt to the owner of said 
cotton. a duplicatE' of wblcb he shall kel:'p. stating the name of the 
owner. weight of the cotton. Jrrade and value per pound. and which re­
ceipt shall give the numlJer and mark of each bale. 

Seventh. That the <receipt so lssut>d shall be considered and ;slJall be 
taken by any Fl:'deral reserve, National, or State • bank as collateral 
secnrity fol' a loan of '80 per Ci!nt of the value so fixt>d by said n~nt. 
and which lonn shall be made for n term not exeel:'ding G months, with 
the privilege of renewal for 12 months. and which ttoan .by said bank 
sbal not -exreed 4 per ,·ent int"rest per annum. 

Eighth. 1·bat -::he said Wll.rehouse Tl!celpt held by sald bank sball be 
t- 'ten and coDSldered :lit ruJthorlty of said bank to issue certificates as 
now provided by law for eer.titieates to be issued by a bank on com-

meNfn11.P~~· ~afd a:rent in cbar~e uf nld warehouse shall take out 
enough inR'lrance to eover the cotton beld in said war"house. 

Te"nth. Whl:'n the .cotton ls .sold .the owner shall pay such an amount 
tor eac·h ba:{' thus st01-ed b:v him as may be de. i.gnated by the ngent of 
the Depal'tment of gl'icnlture in chnrge of sald wat'ehouse for the 
purpose of pay1ng the Insurance and other necessary expense.s that 
might have been incurred by said agent, including the salary t.o be fixed 

by Etd~('~tetfa~'hntoW'Ilt>r -of cotton ~vamng himself or the -privneges 
herein prov!dt>d ;or shall ohllg-ate himself by written contract to rt'dure 
bis acrea_ge of cotton far 1915 to such an amount as may be d<'signated 
by the Department of Agriculture. and his failure to reduce such acl'e­
age shall dt>ptive bim of th-e prlvHE>ge 'Of 'l'l:'new1ng bls wan on the 
cotton at the "nd of six months. anu shall subject him to Ruch fine as 
may be designated by thl:' Departments of A~1·iculture and Markets. 

All cotton-growing countil:'s in this and otber States are urged by this 
mas meeting to take some similar -:t'{!tlon on this .question. 

W. T. CoVT:XGTo -. Chairman. 
W. E. Gol!E~ S~etary, 

CO.U. DEPOSITS IN ALASKA. 

Mr. POINDEXTER. I .a-sk unnn~mous consent to present by 
the way of ~ petition .a resolution -of the Seattle Commercial 
Club. It is br1ef. and It expresses such a real and pressing need 
in these unn u·al times that I as~ unanimous consent that the 
Secretary may read the resolution and accompanying letter. 

The VICE PRESIDEi'lT. Is there objection! The Chair 
he11 rs none. nnd the Secretary will re.a.d as requested. 

The Secretary read as follows: 
SU1'TLF.l CO)fUERCIAL CLUB, 

Seattle, Wash., September ~. 1914-
Hon. MILES POTNDEXTER, 

United States Senate, Washington, D. 0. 
DEAR SE:XATOR Por.soEXTEn: We are Inclosing you a resolution ln 

regat·d to tb.e opening of the coal fields in Alaska, which was recom· 
menrted by <OUl' national alf:lirs committee and unanimously passed by 
the Seattle Commercial Club in regular session last 'ful:'sd:J.y evening. 

. We will, indl:'ed, appt·eciat~ ve1-y much your kind conside1·at!on In 
tht matter, lwcause we have had a representative make a tour of 
southeastern and soutbwe tern Alaska\ and It Is absolutely necessat·y 
that something be done nt once to rei eve the coal famine that is be­
ginning and is sure to exist throughout Alaska. 

With best wisbe . 
Very truly, yours, 

SEATTLI!l CO !If ~ERCIAL CLUB, 
By OTTO A. CASE, Secretary. 

SEATTLE COMMERCIAL CLUB. 

Resolution recomm(>nded by Its national affairs committee and 
unanimously adopted by the Seattle Commercial Club in regular ses­
sion September 1, 1914: 
Wherens practically all the coal now consumed in Alaska, as wPll as a 

large percentage of the coal used on the Pacific coast outside of 
Alaska comes from British Columbia; and 

Whereas should tne war now raging In Europe cause this supply to be 
.cut off, Alaska and l'acific coast industt·ies-and especinlly the 
former-will be paralyzed and widespread dPsolation follow; and 

Whe1"!'3S tre coal for naval use on the l'acific Is . uniformly bt·ought 
around from the Atlantic States; and 

WlleJ:eas vessels carrying this coal are iargely foreign bottoms now no 
longer available owing to the war; and 

Whereas in spite of Incomplete and unsatisfactory tests, we confidently 
assert that Alaska coal is snitabll:' for naval use, and bas been so 
pronounced by Dr. Brooks and Dr. Martin, of the United States Geo­
logical Survey: Now, therefore, be it 
Resolved by the Seattle Com.mercia1 Club, That the existing neces­

sities and futm·e probabilities warrant the immediate appropriation by 
Congress of a sum to provide for the development of Alaska .coal de· 
posits directly by the Government, sufficient to take care of at least 
the present necessities; and be It fUl·ther 

Resolt:ed, That legislation providing for the leasing of Government­
owned coal deposits should be pushed to final passage and pt·ivate 
capital encouraged to develop the coal under Government leases; and 
be It further 

Resol,;ed. That we most ur~ently request departmental action which 
will definitely settle at the earliest possible moment the so-<:alled coal 
ca es now pending ; and be it fUI·thl:'r 

RcsolL·ed. Tbn t copies of this resolntion be sent to the SP.cretary of 
the Interior and to the Members of the Unit<'d Statl:'s St-nate and 
United Stat-es House of Repr"' entativl:'s ft·om the State of Washington 
and to the congressional Delegation from Alas~a. 

During the reading of the resolution, 
Mr. SIMMO~S. I desire to ask the Senator from Washing­

ton if he would not be content to let the resolution be printed 
without reading? 

:Mr. POIZ\~EXTER. I shou!d like very much to have it rend. 
I will state that it is only one page and will ta.L..re but a moment. 

Mr. SD1l\10XS. Very well 
The VICE PRESIDE~T. Permission has been heretofore 

given for the reading. 
After the re<tding wns concluded, 
The VICE PRESIDEXT. The resolution will be referred to 

the C{)mmittee on Public Lands. 
1\Ir. POINDEXTER. I request to have printed in the llEc­

QBD in connection with the ~:esolution which I just presented 
Senate bil1 4514. 

There being no objeetion, the bill was ordered .to be printed 
in tbe REC03D, as follows: 
A blli (S. 4314) to authorize the President of the .U~ited States to mi'?e 

coal in Alaska to rl:'sHve from private appropriation or lease certam 
lands and coal deposits in Alaska owned by the United States, and 
for other purpose . 
Be it enacted, etc., That the Pre ident ts empowered, authorized, and 

directl:'d to cause to be r"served from private appropriation or lease, in 
such tracts nnd locations as he shall dt>termlne, one-half of the roal 
land and coal depo its in Ala ka owned by the United StatM, including 
at least, as near n.s can be e~timated. one-llalf ot the high-grade coal 
(and no coal lands or coal deposits whatsoever In Alaska shall hl,re­
after bt> dl. pOSed of except by lt'ase, as lu>reinaftt-r provided, nnd in any 
pub!ic .Lands hereafter alienatP.d by tbe United States In Alaslca thl:'r() 
shall be reserved to the Unitl:'d Stntes title to all eoal deoo~its tbl:'reln l ; 
and be is further authorized, emp~wet'E'd. and d irt-ctl:'d to cause coal 
mines to be opt>nl:'d and equipped on the public land~ In Ala.slra ~ r·e­
serve<l, and to provide for the transportation, diAtrlbutton, and sale Qf 
the pt·oducts of the samP to tbe Government railroad or ruUt·oads, to 
the United States Army and Navy. and other Govc'l'nment . ervlces, and 
to oonsuiiU'rs of coal In Alru ka or in .tbe Pacific Coast StateR. 

SEc. 2. That any coal tan..:l no.t re. ervl:'d n herein provide{! m'l.y be 
least>d by the PrPsldl:'nt to pr·lvatt> partiP!'I for coal-mlnln~ nurpost>s. all 
lea'Sf's bi-in~ subject to the following conditions, which sba11 also a.pply 
to tbe Government mintng et·viee. and any lease being ~e:v~ble upon 
brl:'ach of nny such condlt!ou 

SEc. 3. That the minimum wag-e paid a'l:v clal's ·Of la.hor Pmp1n.v{'d 
in mining operation~ on la.ads so IC'a ed shalJ be not le s than the aver· 
age wag" paid for that c:ass of lnbor by other mplo:ver. onder equiva.. 
lent conditions, to b.." dl:'term!ned by the PrPS!dent: the b<~urs of labor 
.ot nil per~ons employl:'d shall not exceed 4 oer Pek, save In e!IlP.r~ 
gencles wherein life or property is in imminent dangt-r~ 1'10 '{)t'rm>ll 
under the age of 16 years shall be employed; the President shall 



i 
I 

1914. CONG-RESSIONLL\.L RECOR.D-SENATE. 14891 
make all general rules and t•egulations to insure .the safety of op­
eratives employed: to provide fat· detailed reports upon all accidents; 
t o pro~·id for jm;t and reasonable compensation in the case of any 
operative who may be injmPd ot· killed in the course of his work; to 
prcvC'n t unnC'c('ssary waste of coal in mining; to prevent any adultera­
tion what. oe' e1 of coal sold by any lessee or by the Government; and 
to provide fot· suitable and just tines to be imposed upon any lessee as 
pcP.nltics fo1· specific brPaches of rules or conditions of lease. 

SEc. 4. That the coal land leased to any one Jessee shall constitute 
:;t conti~uous tract. havin~ an area or coal content estimated to bl:! 
sufftcient to form an efficient working unit, but shall not Include mon" 
than 2.560 acres; no lease shall run for more than 50 years ; , no coal 
land shall be subleased not· in any way whatsoever used for speculative 
r•urposes, and if any - of the lands or depoilits leased under the provi­
sions of this act · shall be subleased, trusteed, possessed. or controlled 
by an.v device permanently, temporarily, directly, indirectly, tacitly, or 
in any manner whafsoever, so that they form part of or in any way 
effect any combination or are in any wise controlled by any combina­
tion in the form of an unlawful trust. or form the subject of any 
contract or conspiracy in restt·aint of trade in the· minim{ or selling 
of c0al. or of ar.y holding of such lands by any indivi~ual, partner­
Rhip, association. corpomtion, or control. in excess of 2.560 acres in the 
Territory of Alaska, the lease thereof shall be canceled. and said in­
dividual. partnership. association, or corporation shall forfeit the right 
thereafter of obtaining lands under leal:;e under the provisions of this 
act. 

SEC. 5. That the term " lessee" as used in this act shall refer to 
any person. firm, or corporation representing a sin~le independent in­
t erest to whom coal land is leased under the provisions of this act. 

SEC. 6. That all coal land leased to private parties shall be at such 
uniform charge per acre pet· arrnum as to be sufficient only to render 
unprofitable the holding or such land without production. said charge 
to bP fixed and from time to time readjusted by the President. and an 
C'Quivalent charge J,Jer acre per annum shall be collected from the Gov­
ernment m!n in~ set·vice. the receipts ft·om all such chat·ges to be paid 
In to the school a!ld road fund ' of the Territory of Alaska, to be ex­
pended under the direction of the Legislature of Alaska. 

SEC. 7. That the 'lUm of $1.000 .000 is hereby appropriated. out of 
onv funds in the Treasur-y not otherwise appropriated. to enable the 
! 'resident to carry out the provisions of this act. 

BILLS INTRODUCED. 

Bills were introduced, read the first time, and, by unanimous 
consent. the second time, and referred as follows: 

By 1\lr. McLEA..l~: 
A bill (S. 6469) granting an increase of pension to Katie M. 

Penfield (with accompanying papers) ; and 
A bill ( S. 6470) granting a pension t~ l\Iinna Schue (with 

accompanying pap~rs) ; to the Committee on Pensions. 
. By :\lr. SHIVELY : 

A bill ( S. 6471) granting an increase of pension to Gordon 
P. Osh·ander (with accompanying papers); 

A bill (S. 6472) granting an increase of pension to James L. 
Redd ing; · 
· A bill (S. 6473) granting an increase of pension to Jacob 
Jones; 

A bill 
_l\1auy; 

( S. 6474) granting an increase of pension to Charles J. 

A. bill ( S. 6-!75) granting an increase of pension to William A. 
Downs; and 

said act, line 3, the word " three " and insert in lleu thereof the word 
"one," so that the said paragraph shall read as follows: 

"National banking associations hav"ing circulating notes secured 
otherwise than by bonds of the United States shall pay for the fit·st 
three months a tax at the rate of 1 per cent per annum upon the aver­
age amount of such of their notes in circulation as are based upon the 
deposit of such securities, and afterwards an additional tax rate of one­
half of 1 per cent per annum for each month until a tax of 6 per cent 
per annum is reached, and thereafter such tax of 6 per cent per annum 
npoa the average amount of such notes: P1·oviuea further, That when· 
ever in his judgment he may deem it desirable the Secretary of the 
•rreasury shall have power to suspend the limitations imposed by sec­
tion 1 and section 3 of the act referred to in this section, which pre­
scribe that such additional circulation secured otherwise than by bonds 
of the United States shall be issued only to national banks having cir­
culating notes outstanding secured by the deposit of bonds of the United 
States to an amount not less than 40 per cent of the capital stock of 
such banks, and to suspend also the conditions and limitations of section 
5 of said act, except that no bank shall be permitted to issue circulating 
notes ln excess of 125 per cent of its unimpaired capital and surplus. 
IIe shall require each bank and currency association to maintain on 
deposit in the Treasury of the United States a sum in gold sufficient in 
his judgment for the redemption of such notes. but in no event less than 
5 per cent. lle may permit national banks during the period for which 
such provisions are suspended, to issue additional circulation under the 
terms and conditions of the act referred to as herein amended: Pro­
vided (urthet·, That the Secretary of the Treasury, in his discretion, is 
further authorized to extend the benefits of thts act to all qualified 
State banks and trust com):•anies which have joined the Federal reserve 
system or which may contract to join within 15 days after the pas age 
of this act." 

Mr. SMOOT. Mr. President, I offer an amendment to the 
amendment by striking out '-'one," on page 1, line 7, and insert­
ing "two." I will take just a short time to explain my reasons 
for offering the amendment. 

1\Ir. REED. Will the Senator state the amendment again? 
1\fr. SMOOT. Strike out the word " one," in line 7, page 1, and 

insert "two," changing the present law from 3 per cent to 2 
per cent. 

1\fr. REED. I do not see how it will come in, because line 7, 
as I have the print of the bill, has no wQrd " one" in it. 

1\Ir. S~IOOT. Not the bill, I will say to the Senator, but the 
amendment. 

Mr. REED. Is it an amendment to the Overman amendment? 
Mr. SMOOT. It is an amendment to the Overman amend­

ment. 
1\fr. REED. Very well. 
Mr. S-;\JOOT. 1\Ir. President, at the time the Aldrich-Vree­

land bill was passed the Government of the United States 
received no interest whatever on its daily balances, but since 
the passage of that act the Government of the United States is 
receiving 2 per cent per annum on the daily balances placed 
in the different banks of the country. 

A bill ( S. 6476) grn nting an increase of pension to 
W. Chew; to tbe Committee on Pensions. 

By Mr. B.:\~KHEAD: 

The reason why I offer the amendment to the amendment is 
that unless a charge of 2 per cent upon the emergency currency 
issued under this bill the banks of the country are not going 
to pay 2 per cent ori the daily balances they nre now paying 

William the Government. In other words, in the bill that we now have 
under consideration we provide that 75 per cent r.j a bank's 

A l>ill (S. G-!77) granting an increase of pension to Jennings 
J. Pierce: to tllP. ('ommittee on Pensions. 

By :\Ir. SHIELDS: 
A bill ( S. G47S) to establish a new judicial circuit of the 

United States with a circuit court of appeals, hereafter to be 
called the tenth circuit; to the Committee on the Judiciary. 

By :\1r. UORI~SO~: 
A bill (S. G4/!l) grnnting ::m increase of pension to Jonathan 

Thuma ; to the Committee on Pensions. 

.capital and surplus mny be loaned upon commercial paper. 
Mr. POMERENE. Mr. President, may I remind the Senator 

that under the Federal reserve act all the public funds will be 
deposited in the various i.'egional reser'le banks Without any 
interest whatsoever, and all the earnings of those banks, after 
the payment of the dividends on stock and expenses, will go to 
the Government. 

1\Ir. S:\fOOT. I am perfectly aware of that, but I am speak­
ing not only of the national banks that are now or will be mem­
bers, but, as I understand, there will be an amendment offered 

A~IEND:llENT OF NATIONAL BANKING LAWS. to this bill extending the privilege of joining these associations 
l\1r. SL\DIOXS . . I ask the unanimous consent of the Senate to State banks. 

to temporarily lay nside the unfinished business, that the Sena- l\fr. President, in considering this bill I want to call atten­
tor from :\Iissouri [:\I1·. HEED] may present to the Senate the tion to what I believe will be the result in the case of any bank 
measure which was p~udin.~ at the time the Senate took a recess. that really wants to avail itself of the emergency currency. 

l\lr. S)100T. I thiuk that hns already_ been granted. The 01erman amendment allows for three months the use of 
The VICE PRESIDENT. This is the same legislatin~ day emergency currency at 1 per cent per annum. What will be 

as yesterday. an<l when the Sen<lte took · a recess the pending the working of it if passed? What will the banks of the conn­
question wn s on the amendment offered by the Senator from try do under this amendment? 
North Carolinn . That question is yet before the Senate, unless In my opinion, it will be nothing more nor less than a three 
there is a motion to sup)llant it by something else. months' Ionn at 1 per cent per annum for this reason: The 

The Senate, as in Committee of the Whole, resumed the con- bnnks will have ample commercial paper. They will make use 
sideration of the bill ( S. G398) to amend section 1 of an act of the full amount under this law, and it will be for three 
nppro,·ed May 30, 1!)08, entitled "An act to amend the national 1 months at 1 per cent. At the end of three months that emer-
banking Inws." gency currency will be paid and tilen additional or other 

Mr. REED. I ask to ha•e the pending amendment read. emergency currency taken out with new security-commercial 
· The VICE PRESIDENT. The Secretary will read the pro- paper-as the bnsis of the issue. 
posed amendment. For that reason, l\Ir. President, I believe-

The SECRETARY. Amendment oy l\Ir. Overman: Add- a. new Mr. ·wEST. Mr. ~resident-- . . 
section to the bill, to read as follows: Mr .. SMOOT. IJ? JUSt a mome.nt. I belleve 1t would be very 

much better to provide a rate at least what the banks have 
been willing to pay to the Government of the United States on 
daily balances. I now yield to th~ Senator from Georgia. 

SEc: 2. 'l'ha t the act to amend section 27 of an act approved December 
2:l, 1913, and known as the Federal reserve act, approved August 4. 
1914. be further amended by striking out, . in the second paragraph of 
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~Ir. WEST. Does the Senator think that they would take 
up this pr. p r and go ba ck and have new notes issued instead 
of tile 1H1 lf a cent a month? 

.l\fr. Sl\IOOT. Arlditional? 
~I r. WE T. Additional. 
1\Ir. SMOOT. Of course. I certainly do. 
Not only thRt, but what I am fearful of is that unless it is 

2 per cent it will be a regular thing for the banks to take out 
this c11rrency. Why not? 1\fany of the banks in different parts 
of the country pay 4 per cent on savings, and with the provi­
sions now provided for, allowing the issue upon commercial 
paper, they can make a regular business of it if it is only 1 r1er 
cent. That is not the object of emergency currency nor should 
any amendment be agreed to that will accomplish this. 

I ask the Senator introducing the amendment if, taking that 
into considera tion, be does not think it would be better to have 
the r ate fixed at 2 per cent? 

1\Ir. OVERMAN. After consideration and talldng with my 
colleagues about it, in 6rder to have it uniform, inasmuch as 
they are paying 2 per cent on balance<; to-day, and I hope the 
amendment which will be offered by the Senator from Georgia 
[1\Ir. SMITH] will be agreed to to bring the State banks into 
these resene associations, allowing them to come in and get 
some of this currency, I am willing to accept that amendment. 
I belie>e. t aking it into considera tion, it is better to ha>e uni­
formity in the deposits of the general funds in the banks with 
this currency, and I will accept the amendment to make it 2 
ver cent. 

The VICE PRESIDENT. The Chair wants to call attention 
to the fact tha t the :unendment proposed by the Senator from 
Utah and accepted by the Senntor from North Carolina is only 
on line 7, pa"'P- 1, of the amendment. and the word "one" also 
occurs on line 1, page 2, of the amendment. 

Mr. S~100T. That IS right. 1\lr. President. I want the 
amendment to apply all through. 

The VICE PRESIDENT. By the consent of the Senator 
from "Gtab a nd the Senator from North Cru·olina the Chair will 
state that the original amendment of the Sena.tor from North 
Carolina bas been modified so that on line 7 of p:1ge 1 the word 
''one" will read "two," and on page 2, line 1, the word "one" 
will rend " two." 

1\fr. -OVER~LAN. That is right · 
The VICE PRESIDENT. The question is on the amendment 

of the Senator from North Carolina as modified. 
1\lr. SHAFllOTH. 1\lr. President--
Mr. OVER~1AN. One minute. To make it further conform 

I will trike out the proviso on page 3 of the amendment. 
Mr. REED. Is the Senator from North Carolina accepting 

the a mendment to his amendment? 
Mr. OVER~f.AN. I accept the amendment making it 2 per 

cent. and strike out the proviso on page 3. 
The VICE PRESIDE~~. So the amendment proposed by the 

Senator from North Carolina will end at the word "amended,'' 
on line 3. p l!e 3. 

1\lr. SHAFROTH. Mr. President, I am astonished that the 
Senator from Utah [Mr. SMooT], after having made the speech 
be did on yesterd,1y against inflation by rea son of . the 80 per 
cent should ha,·e offered ::m amendment here which has a 
hundredfold more of inflation in it ·than the provision which 
was offered by the committee. 

1\Ir. SMOOT. By raising the rate of interest from 1 to 2 
per cent? 

1\lr. SHAFROTH. Yes. sir; or cutting down the rate from 
3 per cent. which is the committee bill, to 2 per cent. 

Mr. S:\JOOT. Oh, I am offering to reduce the rate in the 
pending amendment from 1 to 2. 

Mr. SHAFllOTH. That may be, but yon are offering it as 
an amendment to the committee bill, the effect of which is to 
cut it down from S to 2 per cent. 

Now, wbnt would be the re ~utt of thnt? We know that the 
banks all oYer this country are paying on any loans of a nature 
that is of nny 1eugth more than 2 per cent. They nre paying 3 
per cent and 2! per cent. They are paying 2! per cent and 2 
per cent on claily ualnnces. What will be the re ult? E>ery 
one of the e banks wil1 grab for this paper and you will get 
the entire amount of 125 per cent out in a comparatively short 
time. 

Mr. OVER:\iAN. Whnt is this bi1l for? 
l\fr. SH. .. U 'HOTH. This bill is for the purpose of getting out 

money where it is ne2ded. not to supply the place of currency 
for ordinnry trnnsactions. 

1\Ir. OVER.:\l.d.X. You want to make it as hard as possible to 
get it. 

Mr. SHAFROTH. No; I do not. 

1\Ir. OVERMAN. You want to make it so thn.t it can not bo 
gotten at all. 

Mr. SHAFROTH. No. T1~ bill was originally at 5 per 
cent. 

Mr. OVERMAN. I tmderstand thnt. 
1\Ir. SHAFROTH. That was too high, I believe. 
Mr. OVER:\I.d.N. That is absolutely prohibitory. 
Mr. SHAFROTH. No; I do not think it is absolutely pro­

hibitory. There :ue other cnuses thnt entered into the f nct 
that the Aldrich-Vrf'eland bill was not availed of. The crisis 
was not on to the extent, at least, that it is now. 

Another thing: Bankers were chary of going into the cur­
rency a ssocia tions when one bunk would ha,·e to guarantee 
the paper of another bank. All those things operated against 
the money corning out. 

Mr. OVER:\l.A.N. The Senator from Colorado says this is 
inflation. I a sk him if the difference between 3 per cent and 
2 per cent will make inflation? 

1\Ir. SHAFROTH. It will, yes; to some extent; in fnct. 
there is ?;rave apprehension that the rate as fixed at 3 per cent 
will produce considerable inflation. 

Mr. OVERMAN. Then let us wlpe out the whole thing and 
not issue any currency at all. 

Mr. LANE. Mr. President, I would suggest to the Senator 
from North Carolina and the Senator from Colorado that they 
split the difference. . 

Mr. SHAFROTH. Mr. President, I believe that when you 
offer to the national banks of this country a lower rate than 
they are themseh-es pnying for deposits you are going to hnve 
money transferred from the Go•ernrnm1t to them to a greater 
extent thun it seems to me the exigencies of the ca e require; 
in fact, it would not be considered an emergency matter; it 
would resolve itself into the mere matter of runking money 
upon the part of the banks. Whene\er they can make money by 
reason--

Mr. THO~fAS. Mr. President--
Mr. SHAFROTH. Just one moment. Wbene>er the banks 

can make money by reason of getting from the Government 
money cheaper than they can obtain it elsewhere, then it be­
comes a mere ma tter of making money in a legitimate trau a.c­
tion; b"Jt when you attempt to mnke the rate such tha t the banks 
wil1 be required to sncri:fice something to obtain money, per­
haps fixing a little higher rate th;tn that which they are them· 
sel ,·es paying, the money will not go out unless there is an 
emergency requiring it. Money is going out now at 3 ]Jer cent; 
$250,000 000 bas been issued by the GoYernment. There is no 
reason why that should not continue. That is safe and 
salutary. 

Mr. OVERMAN and Mr. THO:\IAS addressed the Chair. 
1\fr. SHAFllOTH. I yield to the Senator from Colorado. 
Mr. THO:\lAS. Is it not a fact thnt the effect of this reduc-

tion of the rate will be simply to present the bankers of the 
country with 1 per cent interest, which they otherwise would be 
required to pny? 

l\fr. SHAFROTH. I think that would be one of the results; 
yes. 

.Mr. THO~IAS. Let me ask the Senator how it can benefit the 
man who need tht=> money and wants to borrow it? 

.Mr. SHA.FROTH. It does not, except to the extent of snp­
plying a la rger circulating medium, which always has a tend­
ency all over the country to lower interest charges. 

1\lr. THO:\lAS. But that will be supplied, will it not, if the 
committee amennment is adopted? 

1\fr. SH.d.FROTH. I think tllat wi11 be supplied in sufficient 
quantity. The questions inroh·en in the establi hment of a 
finnncial system require grent study and deliberation. Yon can 
make a law which will be absolutely nonoperative or you can 
make a law that will go to an extreme the other way. It is 
not best to hnve extremes in any condition. especially in a 
financial system. Here, however, is a rate of 3 per cent fixed, 
and we find the bank are avniltng them elves of it. The Treas­
ury Department wanted, for the benefit of the country bnnks 
th11 t do not hn>e bonds to put up a security for the i suanco 
of this currency, to increa e the amount of currency they could 
take out on commercial paper from 30 per cent to 75 per cent, 
so as to let the country banks avnil themselves of the 11rivi1ege. 
l\Iost of this money is going to Xew York, to the arMt com­
merc·ia1 centers. We w;mt to get it out to the country banks, 
but the rate of 3 per cent is being aYailed of eYen. in New York 
City, where call money often gets to 1 per cent. 

Mr. OVER.liAN. That is the point I m:tke; that it is being 
aYailed of by the banks in the gre;tt centers which hrne bonds 
to deposit ·as security, but the country banks will never pay 
the high tax of 3 per cent. 
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Mr. SHAFROTH. - The country bank.s, as a usual rule, charge , 

a higl1er rate than 3 per cent interest, and they usually pay on 
deposits a higher rate than do the city banks. The New York 
banks pay the very lowest rate of interest of any banks in the 
world. 

Mr. MARTINE of New Jersey. Mr. President, I want to ask 
the Senator from North Carolina if he does not think the banks 
would lend this money out again at not less than 6 per cent 
interest? 

Mr. OVERUAN. Some banks have been loaning money to the 
farmers at ·from 8 to 10 per cent interest. 

l\lr. MART!l\TE of New Jersey. Very well; so they will get 
it at 1 per cent less under the Senator's amendment, and that 
will merely be increasing their profits. · 

1\Ir. OVER:\IAN. I have a better opinion than that of the 
bankers of ruy State, though I do not know much about them in 
New Jersey. 

1\Ir. MARTINE of New Jersey. I have no better opinion of 
the bankers than I have of any other class, but I know there 
is something in money dealing which tends to make men 
avarickns. and no matter how wealthy ·they become the. bank­
ers are inclined to exact the last cent, the last farthing. I 
do not want to allow them any larger opportunities. God knows 
they have been fostered heretofore quite enough. . 

.Mr. OVERllA..~. Can the banks not afford to loan the money 
out at 1 per cent less if they get it at 1 per cent less? 

1\Ir. 1\!A..RTI.NE of New Jersey. They will not do so whether 
or not they get it at 1 per cent less. The bankers of North 
Carolina, the Senator will find, are just as human as are the 
bankers everywhere else. 

Mr. SHAFROTH. Mr. President, bankers might be able to 
loan this money at 1 per cent less if they get it at 1 per cent 
less, but you will find that the price of money is going to be 
co.ntrolled by the law of supply and demand; the rate _ of in­
terest is going to be determined by that law, and no matter 
at what rate the bank gets the money, if it gets it for nothing, 
it is going to Joan it out at just as high a rate of interest as 
the demand will justify. Consequently, as my colleague [Mr. 
THOMAS] has said, it will be practically giving the bankers 
one more per cent out of which they can make more money. 

.Mr. President, when the banks lend this money out at 6 per 
cent or 8 per cent they can afford to pay 3 per cent for it. 
If they can not afford to pay 3 per cent for it, that shows that 
there is no emergency; that shows that this is not the time to 
invoke the provisions of the Aldrich-Vreeland Act. 

On that account it seems to me that inasmuch as we are trying 
the exveriment now-and these laws are all experiments-and 
we find that it is working at present and that the banks are 
taking out money at 3 per cent, which indicates, to my mind, 
that there is an existing emergency, what is the use of cutting 
the rate to 2 per cent, and, as the Senator from Utah [Mr. 
SMOOT] says with relation to the proposition of 1 per cent-but 
which I apply to the rate of 2 per cent-requiring the banks to 
maim these absolute loans of 90 days and then require the 
return of the money and loan the money again, because they 
will not pny any more than they have to pay? 

Mr. President, it seems to me that we ought to be careful. I 
ha\e talked with the members of the Federal Reserve Board. 
They think that 3 per cent is too low a rate; that is their opin­
ion with relation to it; but I think we had better try 3_ per 
cent-we tried 5 per cent and it did not work; the Aldrich­
Vreeland Jaw did not operate-but when you fix a 3 per cent 
rate, as the law is now, we find that it will work; that the 
banks generally are asking for the money, and we find that the 
cotmtry banks also are asking for it. They say they can not 
get it bec<.IU e they have not the bonds which are required n.s 
security, but that they have commercinl paper. I think that the 
limit of 75 per cent-1 should have prefeiTed 80 per cent-would 
enable the country banks to avail themselYes of. the privilege of 
securing this currency and at the same time be a wholesome 
measure to relieve panicky t::>onditions. 

Mr. OVER~IAN. Mr. President, I do not take my-orders from 
the Federal Reserve Board. I, too, talked with the Federal 
Resene Bonrd. but they did not satisfy me that the rate of 
inrerest ought not to be reduced. 

Speaking of the inflation of the currency, the truth is that you 
have the cart before the horse. You provide a rate of 3 per 
cent for the first three months, then of one-hnlf of 1 per cent 
after that for six months until the rate reaches 6 per cent . . It 
is like the fellow who went into a barber shop and asked what 
they would charge him for a shave. He was told that for the 
first shave the charge would be 15 cents, for the next shave 
10 cents, and for the third shave it would be 5 cents. Then 
be _said, "I will take the third shave, !or 5 cents." [Laughter.) 

Mr. REED. Mr. President. the Senator bas that wrong. The 
rate is an additional one-half per cent per month after the first 
three months. 

.Mr. OVERMAN. I understand that; it reaches G per cent; 
that is what I said. 

Mr. REED. Then you would not gain anything by having 
the third shave. 

Mr. OVERMAN. The third shave is only one-half per cent. 
Mr. REED. The third shave is one-half per cent plus 3 per 

cent. 
.Mr. OVERMAN. What it ought to be is nothing for the first 

three months and 2 per cent for the fourth month. 
England bas issued $500,000,000 of currency lately without 

any tax on it at all, and made the rate of interest 5 per cent~ 
No man can charge more than 5 per cent. When this amend­
ment is adopted I propose to offer an amendment enacting a 
usury law, so far as it affects our southern country, providing 
that bankers shall not loan this money at a greater rate than 
6 per cent. That is my purpose. If we get that amendment, 
it will be what we have bad in North Carolina for 20 years. It 
was predicted that the money would go out of the State of North 
Carolina when we fixed the legal rate of interest at 6 per cent. 
It was predicted that the money would leave North Carolilll\ 
and would go to South Carolina, where they charge 8 per cent, 
or to Texas, where they charge 10 per cent; but the result bas 
been that in our State the farmers pay 6 per cent, except where 
the national banks are making it 8 per cent. I should like to 
write it in the national law that for the next 12 months no bank 
in the South should charge a greater rate of interest than 6 per 
cent. · 

Mr. POMERENE. Mr. President, if we change this rate of 
interest, and do it forthwith as an emergency measure, does 
the Senator feel that it would decrease or increase the deposits 
of the banks? 

Mr. OVERMAN. It will Increase the money for people to 
borrow. The cotton people in my country can not get the money 
from the banks to-day. They want the currency, but the banks 
are not taking this currency. As was shown here yesterday, 
this money is being taken by the great centers, such as New 
York, and then being loaned in the South for 4, 5, and 6 per 
cent~ The southern people are not getting it at all in the first 
place. They can not get it on account of the rate of tax on it; 
the banks in my State can not afford to take it and handle 
it and loan it at the legal rate. 

Mr. McLEAN. Mr. President, I should like to ask the Sena­
tor from North Carolina if the cotton growers in the South want 
currency or credit? 

Mr. OVERMAN. They want both. 
Mr. McLEAN. Do they not want credit? 
Mr. OVERMAN. · Yes; they want credit and currency, too. 

If they get the currency, they can get the credit. 
Mr. McLEAN. Are we not intermingling the two in our 

treatment of this subject? I do not be.lie,·e that there is any 
scarcity of cash to supply any need that the South may have. 

Mr. OVER~fAN. There is where the Senator is mistaken. 
Mr. McLEA..J.~. As I understand, if the Senator will pardon 

me, the shipments of gold abroad in June and July amounted 
to more than a hundred million dollars. That amount was 
furnished by the New York banks through the use of the gold 
certificates. Those certificates were brought on to Washington 
and the gold was shipped. Of course that has made an artificial 
or a temporary stringency in centers like New York and the big 
resen-e cities. They have lost just so much cash which ordi­
narily they would have on hand to send to the country. It is 
merely to meet that temporary draft, as I understand, that this 
legislation is essential. 

Mr. 0\TEIDfAN. Yes; but the southern people have been try­
ing to get their discounts in New York City pending the re­
serve board organization, bnt they can not do so; the New York 
banks will not let them have it, and what are they going to 
do for money? 

Mr. McLEAN. I do not believe that is a lack of cash. · 
Mr. OVERMAN. 'l'bat is exactly what it is. 

·Mr. McLEAN. It is a demand for the extension of credit. 
It must be . borne in mind that this money can not be used as 
bani\: reserves; it can not be used for the basis of new c.re<lits. 
The banks of New York want this money to send to the front, 
possibly into the country, to meet temporary demands, in order 
that they may use the funds which they can use as reserves. 

l\Ir. OVEll~IAN. That is the trouble. They have not been 
sending it to us. Wby should not our people get this currency 
as well as the New York banks? . 

.Mr . .McLEAN. Mr. Pt'esident, there are nearly $4,000,000,000 
In cash in this country to-day. 
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Mr. OVERMAN. But the banks will not let it get out. 
Mr. McLEAN. There is a surplus of cash to-day. England, 

with $200.000,000 of gold, did a larger business last year than 
we did with more than a billion dollars in gold. There is not a 
scarcity of cash in this country. 

Mr. OVER~IAN. According to the Senator's argument, we do 
not need any legislation at all. 

Mr. McLEAN. Oh, no-
1\:lr. OVERMAJ.'i. We do not need any emergency currency. 
1\:lr. McLEAN. What we want is to take care of the credits. 

What the South wants is a customer for its cotton; it wants a 
price. For instance, the railroads--

Mr. OVERMAN. The Senator knows nothing about the situ­
ation in the South. When I was at home a few days &go a 
man in my home county took a bale of cotton to the cotton mill 
to sell it. He was a poor tenant and wanted some money, but 
could not get any offer for it at all. 

Mr. McLEAN. If the Government of the United States would 
peg the price of cotton at 15 cents a pound, every . pound you 
have in the South could be sold to-morrow for 14! cents a 
pound, and the cash would be forthcoming.-

Mr. OVERMAN. Cotton is not selling at all. 
Mr. McLEAN. That is the trouble; you have not the cus· 

tomers. 
Mr. OVERMAN. We have that which means money and 

which is as good as gold, and that is cotton. If we could take 
that cotton and secure certificates for it, the Secretary of the 
Treasury, under his ruling, would issue currency on it. 

~11". McLEAN. That is the trouble; you have no purchaser. 
Mr. OVERMAN. We have plenty of customers, and there are 

many people who want to hold cotton. 
Mr. McLEAN. Mr. President, the railroads of this country 

to-day want $500,000,000 to finance the roads so that they can 
accommodate their traffic. They can not get the money. I say 
money, but it is not cash they want; it is credit. If the Gov­
ernment would guarantee $500,000,000 of railroad bonds at 4! 
per cent, the credit would appear in Jess than 24 hours. 

.Mr. OVERMAN. Who pays the tax on this money? 
Mr. McLEAN. That does not seem to me material. 
Mr. OVER~IAN. The borrower pays it, does he not? 
Mr. McLEAN. I think we ought not to lose sight of the real 

use this currency can be put to. It can not be used as a basis 
for new loans. Consequently th~ banks call it " dead cash," 
because the other reserves that they have they can turn in and 
increase their loans five or eight times. The banks do not want 
this money except tor temporary use, unless you let them have it 
undet• conditions so that they can make a profit by peddling 
out the cash, as they can do if th~y can get it from the Govern-
ment for less than 2 per cent. · 

l\Ir. OVERMAN. If they can ~et it for 2 per cent, is there 
any reason why they should pay 3 per cent? 

Mr. McLEAN. I think that the tax should be at least 3 per 
re~ . 

Mr. OVERMAN. Why? 
Mr. McLEAN. Because otherwise, as the Senator from Colo­

rado has suggested, there would ·be a temptation to go into the 
business of getting money from the Go' ernment for 2 per cent 
and peddling it out when they do not need it, and they will ·not 
use a dollar of the money that ought to be used, and that is 
the gold and the money that is suitable for reserves. I think 
that the matter was very carefully considered by the committee, 
and, in my judgment, we will make a mistake if we reduce the 
tax and extend this temptation. 

Mr. OVERMAN. I had a letter from one of the leading 
financiers of this country, who is kno.wn far and wide, and he 
said there ought never to have been any tax on it for the first 

. three months . . He wrote me a letter and said he favored my 
amendment. I have resolutions passed by farmers' and manu­
facturers' associations asking that this tax be reduced. It 
looks as if the people want it done. They want the money and 
they want the tax reduced, because they know they will have to 
pay it. 

Mr. 1\IcLEA.N. They do not need extra cash. The trouble is 
that confidence-credit-has been suppressed for the time beh1g. 

Mr. OVER::\IAN. That is the time when you want the money. 
Mr. McLEAN. You do not want cash, but you want credit. 

There is the trouble, and you are mixing the hvo. There is 
more thnn enough cash. If confidence were restored on the in­
stant, plenty of cash would be forthcoming. 

1\Ir. V .ARDAl\IAN. l\fr. President, I should like to ask the 
. Senator if that is true-if we do not need this currency, then 
why pass this bill? Why make any provision at all to meet 
the situation? 

~It-. McLEAN. As I ha,·e stated in colloquy with the Senator 
from North Carolina, owing t& the great drafts upon our gold 

suppJy in June and July the central banks have had to give 
up ·their gold certificates and get gold· from Washington to 
_send to Europe. Now, the country banks at a time like this 
of course are frightened, and they are ca1ling on the- central 
reserve banks for cash. They have probably got their vaults 
full, as it is, but they do not want to use the money in their 
vaults, for that is reserve money. They want to get emergency 
currency; they want this currency, which can be obtained 
cheaper, and they want to keep their reserves. 

Mr. VARDAMAN. Why, then, put a tax on the currency 
which you are going to give them? Will they not" be able to 
loan it to the farmer and the merchant cheaper if they do not 
have to pay a tax on it? · 

M'r. McLEAN. No; a tax should be put upon it, so that it 
will be retired and gotten out of the way. 

Mr. V ARDA.MAN. It will be retired under the terms of the 
Senator's amendment after three months. 

Mr. McLEAN. Possibly it would be and possibly it woultl 
not be. If we make it to the advantage of the banks to keep 
their resene money, and use nothing but this emergency cur­
rency, . they might be · tempted to go too far. There is yery 
little danger of inflation under this bill as it was reported from 
the committee, because it is, as I have said, dead cash; it is 
not useful for the purpose of issuing new loans, and the banks 
will get rid of it just as quickly as they can. 

1\Ir. VARDAMAN. Now, if the Senator will pardon me, the 
farmer takes to the bank warehouse receipts for 10 bales of 
cotton, and the bank uses that as security upon which to issue 
money, and the money issued upon the security is given to 
the farmer, with which he· pays the merchant, and the merchant 
pays his debts, and transactions and business are facilitated 
in that way. 

Mr. McLEAN. I will say to the Senator that, so far as the 
need for cash is concerned, there is cash enough in this country 
to-day to transact four times the business that we do. There 
is no scarcity of cash. Cash is hoarded at a time like this and 
the bankers keep the gold certificates and the reserve money, 
and they will reach out for a substitute. That is human nature. 

Mr. VARDAl\IAN. Then, if I understand the Senator's argu­
ment, it leads to the inevitable conclusion that this law is not 
at all necessru.·y. 

Mr. McLEAN. No; I do not say that. I say that to meet 
this temporary stringency in the centers, the country banks 
calling for their reserves and holding on to every dollar they 
have, it is right and proper that they should be supplied with 
this bank-note currency, in order that they may--. 

Mr. V ARDiliAN. I thought the Senator said that there was 
1.1. plethora, an exuberance. an excess of money. 

Mr. McLEAN. There will be the moment you restore confi­
·dence; and the only way you 'can restore confidence is to give 
the large centers the use of this money temporarily. The Sen­
ator does not question the fact that if there was a market for 
the cotton, if there was a eemand, a fixed value, there would be 
no question about what price it would bring. 

Mr. V ARDA.l\-IAN. Oh, absolutely, I do not; no. t 

Mr. McLEAN. So I say it is a matter of credit we must pro­
vide for. 

Mr. V ARD.Al\IAN. If that be the case, why pass the bill at 
all? 

Mr. McLEAN. I tried to make it clear that temporarily it is 
a wise thing to do-

Mr. V ARDAl\IAN. But the Senator is not logical, I respect­
tully submit. 

Mr. McLEAN (continuing). For the purpose of restoring 
confidence and restoring credit. The minute we do that this 
money will go 'Out of sight and the cash that is now being held 
back will come to the front. 

1\Ir. SMITH of Georgia. Mr. President, · I agree with the view 
of the Senator from Connecticut that there has been a need of 
an enlarged cutrency· in the centers, but I think he misappre­
hends the condition in at least a part of the rural sections. It 
is not simply a lack of credit; it is a lack of currency also. 
The lack of the normal use of exchange, which takes the place 
of currency in settling obligations,' has placed an increased tax 
upon currency in certain sections of the country. 

I wish to call attention to the condition as it exists in about 
one-fourth of the United States, and I am glad to haYe the Sen­
ator from Connecticut hear it. As he is at least partially 
aware-it is scarcely possible for anyone to be fully aware 
of it who does not live in the midst of it-we raise in 12 of the 
States a crop worth a billion dollars a year. We spend a con­
siderabl~ part of its value in producing the crop. That crop 
comes upon the market from about the last of August to the 
first of December. Pending the production of that . crop the 
banks are taxed to extend credits to the farmers who 'produce 
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it and to the merchmita who supply the faitrreTs. They use- an Mr. SMITH of Geor~ia. We are not jrroposing: to buy· the 
their currency and use a.Jl their e~·edie that they think is safe ; eottoa now. We are- proposing to keep the cotton from being 
to obtain additional currency to facilitate the work of the . sacrificed and befng gobbled up b.ecn:use of the temporary neces­
farmer in producing his erop. Now, crop-gatberi:ng time comes~ ' sities of the people who. own_ i1r. That is what we are proposing 
The farmer usnally finds an immediate' demand for the ·first 1 to- do. Of course; they could get some money if they would give 
cotton he brings to to~ and the bulk of his crop is gathered! away their eotton at half the. cost of productng- it, and then be 
by ·the sale of the first. There is no .demand for cotton now, broken in consequenre; but I shall offer an amendment extend­
that is true, and he goes to his banker and wishes some addi- ing the privileges of'. this bill to the State bankers. What will 
tional extension of credit· ancl some- additional currency. be the consequence? 

1\Il". l\IcL1D.AN. Yes. · Take this partfcular- illustration because we can best under-
1\Ir. S1\11TII of Georgia. It is not simply a matter of eredit. stand the operation of a law by applying it to a particular case. 
Mr. McLEAN. You had this same condition in the South last ·: This banker will have the· privilege at once of obtaining $150.-

year. ·: 000-the privilege of issuing his own notes. If he ha.d the 
Mr SMITH of Georgia.. Not at aiL . 1 privilege to-day of issuing" the- notes of his bank for circulation, 
Mr. 1\fcLEAN. I mean,_ you had your crop of cotton and the they w-ould circulate:. His credit is· so good that the notes ·or 

same- financial requirements, and you had. no trouble in getting. 1 that bank wotlld eirculate in that county, and would be used as 
all the cash you wanted. Why? currency, and woui<I pay the cotton picker, and 'm)lild be taken 

l\1r. VARDAMAN. l\Ir. President, will the Senator yield to ' ~the store~ but a!(} per-cent tax exeludes him from that privi-
me for 'just one moment? - ' lege. Th-e privilege of creating a currency himself by issuing 

~fr. SMITH of Georgia. I yield to the Senator; although I 1 the notes of his own bank, which ":Vould meet the exigency that 
would rather go on. J confronts: him, is· cut o:tr' by . the 10 pe:x: cent tax provision. I do 
· Mr. V ARDilfAN. I simply wish to o'1ay that at one time it not know that I think it was constitutional, bUt I think it was 

looked as though we were going to have a panic, so- that we wise, and I run no-t in favor· of the promiscuous issue of paper 
could not get money to move tlie cotton of the South, when the :·money for- currency-, aru.t I would not vote g-enerally to repeal 
Secretary of the Treasury came in and said to the bankers,. l that statnte. 
' You have not a monopoly of money. If you do not let. them ~fr. McLEAN. The. Senator must not understn.nd: that I am 
have it I will."- · · opposed to- the. i.ssu;ing of this currency. I am heartily· in favor-
. Mr. 1\IcLEAN: True; but I will aRk the Senator from of it. 1 believe it is better currency than our national-bank 
Georgia if he does not think that one hundred 'and fi.t'ty to twO: notes- to~day, for certain purposes. My- only point is that we 
-lnmdred mi:Uions of dolrars is sufficient to. meet all of the. ex- can print it by the cartload and it will not permanently remedy; 
traordinary demands for cash in any season? Has ft. not the situation. 
been so?" :Mr. SMITH of Georgta. I agree with the Senator about that. 

1\Ir. S~llTH of Georgia. In a, normal season, yes; but this: is I agree that H' :you printed it by the cartloid you would do more 
not a normal condition. ·. harm than y<m would do good. I am as much opposed to· au 
, l\1r. l\IcLE.A..N. But you have- the same- amount of cash. unsound currency as is the Senator from Connecticut; but what 

1\Ir. SMITH of Georgia.. But we have ao additional demand I was seeking to prese~t~ in answer to his- view, was that it is 
for it, for the cash itself. not simply a questfon of laek of credit; it is a question in the 

.1\lr. l\IcLEAN. On the contrary,. l\IL'. President, there is a rural se~ctions o:f a lack of currency just as much as it is a fack 
restricted demand for cash to-day. The pay rolls, ar·e smaller of currency with the big banks· in the big cities. 
tllan they were. last year at this time, very much smaller. The 1\lc l\IcLEAN. Bnt a restoration of credit would produce 
~ctual necessity for cash money to-d.a:y: is millions of dollars currency. You du not have to- print new money if you: re.store 
le.ss than it wa.s a year ago.. · your credit;· and there is only one way in which you can re-

1\Ir. S"lliTH of Georgia.. Now,. Mr. President, 1 want to go- store your c-redit. 
one step further. Tbe di:fficulty about our present plan of an · :Mr. s ·::urTH of Georgia. '!'hen why ret the big banks in ihe 
emergency currency is that it reaches only the centers upon cities have it at all? Why not help tllis difficulty in the coon­
which pt·essure exists and does not re.a..ctt another part of the try just as· much as in the cities? The Senator's own argn-
country where. pre.ssu.re also exists. ment justifies the issue of this additional currency to relieve 

Mr. McLEAN rose. a stringency in the: large eenters. · 
. 1\l.r. SMITH ot Georgia. One moment; then I shall be glad Mr. McLEAN. Yes; and I favor- it; bnt I say that beyond a 

to hear from the Senator. I shall offer an amendment provid- ~ertain amount, two or three hundred million doiTars, it will 
ing that the terms of the- Y:t·eeland-Aldrich bill shall extend to not do a: partide of good. The cou?~ry b~nks will keeJ? their 
State banks. Just as. t.be Senator. has, described the needJ of reserves. as long a:s. the -present cnSJs e::a.sts. They Will not 
J!elief in the financial cen.te.rs, so- an extension of the emergency loan their mon~ for les~ than T or 8 per cent, a:rad then th~Y. 
currency t() State b.ank.s will re1ieve· the pressure in another want the very best security. The amount of cash they have rn 
part of the counuy_ their vaults :rm_o~nts to nothir:g. to a ~an who goes to a bank 

No.w, a State< banker-a small banker in one sense, and yet to get a loan: Witliout th~ reqmsl'te eredit~ . . . 
quite a good-sized banker, co.nsjdering the population of the . . 1\Ir. S~TR of Ge?r~a. But ~ey have the reqursi:e cre~rt 
littl-e dty in which he lives-with $50,000 capitaU and $250,000 wrth theLt Ioc..'tl banks ID: our sectiOn. The- local banks desrre 
surplus, indicaung that he. had marutged' it well .. in one of the to adv~ce to them additwnal currency. 
richest agricultural counties in the State of Geo.t"gia, witb Mr. 1\Icl'...EAN. Not :~rrency~ . 
ample securiti-es. not of the kind usually taken by national . 1\Ir. SMITH of Qeorgra. , Yes,. ~urrenc~, because they h~ve 
banks, finds on the 1st of Septeill.ber that he has extended and . to ta~e ~e moneY: out an.d actually pay rt day by day to hire 
furni bed to his. fttrm customers all: of the currency that he· tile picking-of the.ll' cotton. r 

feels justified in furnishing. That is the period o.f the year when ~!r. McLEAN. Ob, yes • but that is an infinitesimal 
money ordinarily begins to. flow ba:ck tO: his. bank, and he had ~~rmt-- , ~ • . ~ 
antieipateLl that it would flow bnck this year; and it would have 1\lr. SMIT~ of Geo~a,. ~e- Senator is. rm~taken about that. 
been flowing back to hlm rapidly but for the European war. Mr. 1\fcLE~ . (corrt_i.IlUJ.ngY; · Compare~ With wJ;tat ~e pr()-
In 60 duys· he would have had more money than he needed in pose. to do here. A billion dollars of this money IS bemg au-
norm..'ll times~ but his C'UStom.ers find that their grernt com- thonzed. . . . . . 
modity-their commodity which brought to this- country· last 1\ir. S~TH of Georgta. No~ . this lS what we '?sh add~d-:­
year '610,0.00,000 or foreign gold, intrins;ieruly worth as mueh I do nat. c!lre so much for ~he "" or 3 per cent tax, b~ _this IS 
as. ever, a couuuodlty that lasts f)errnanently if cared for' at all~ the.- pronswn. t.h~t I ~ gomg to offer, although I think the 2 
that is as good to. spilli when 50 years old as. it is when 12 per cen! tax. IS enough. 
months old a commodity that certainly will be in demand to That the provisions a.nd b.enetits of the act approved May 30, 1908, 

' . · . . known as trre Vi.'eeranct-AJ<fricb Act, and the amendments· thereto, are 
clothe the world a little . later c;m-temporanly has 1ts market bert.'by e-xtended to. all State banks and· trust companies .having 3J ea.pi-
eut off. Now, the lmnker is appealed to. The security is good. tal stock of not less than. $25.000 and a; _s~rpiQs of 20 per cent. Said 
The farmers them.seh·es o:wn their farms und! nre uood;. He- ~:mk.s and trust co!Dpruu.es :>hall . be reqmred to pay upon notes so 
~ . . ; "' ISSued the tax provided for m saul act and the amendments t hereto, 
I appealed to for a snutll amotlll.t of additional money. and said notes. sball not be-.. subject to the provisions of the act of 

~lr. l\IcLE.A.N. Credit. Con~ress approved Februarv 8, 1875, known as "An act to amend 
Mr. S:\IITH of GeOL"<>'ia He needs mone-y to pay the pieke-ll'S existing .customs and internal-re:'!enue l~ws! and for other purposes." 

"' · . . ~ · T.be Secretary ·of the Treasury rs hereby d1rected to make sach rules 
and to go and buy some more proviSions· and carry these people· ·:tnd regula..ti.ons us m"e n.e<ms.sa.lzyl for· the purpose- of carrying out the 
over. fo~:~oing p:ro"Visi<m. . · ·•. 

•' Mr. :McLEAN. That d-oes- not buy the"- eotton. What yQn; want , Ml": BunTON. wm the Se-nator from Georgia yield to me 
is' a purchaser. .tel."' question-? 
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, Mr. S~IITH of Georgia . . Y·es. --
- Mr. BURTON. What does -the proposed amendment of the, 
Senator add to the proviso in the act approved August 4, 1914? 
. Mr. SMITH of Geprgia. The. Treasury Department held. un­
der that amendment, that the 10 per cent tax still remained, 
and that if'the State banks had ·a note issue under that provision· 
they must pay the Vreeland-Aldlich tax and the 10 per cent 
tax, also. ·_ I think the· opinion was un ound. 

1\Ir. BURTON. Such a ruling as that has been made, has it? 
_ . Mr . . SMITH of Georgia. So I -understand ; so the banks · were 
advised. 

Mr. BURTON. Otherwise there would be no occasion __ for 
this amendment. 

1\Ir. SMITH of Georgia. Not at all. A number of banks in 
my State _promptly joined the Federal Reserve Association for 
the purpose of obtaining the -benefits of that act; ~nd they 
were advised that that act did not suspend, as to· these notes, the 
10 per cent tax of the act of 1875. The only purpose of the amend­
ment I iQtend to offer is so to express the provision we passed 
on August 4 that it shall be what I think we meant it to be . 
. I cordia11y support the· --riew of the Senator from Connecticut 
that our currency should be sound, that· there should be no 
wild inflation, that there should be no paper infl~tion. I am 
perfectly in accord with that view. I am in accord with the· 
general line of thouglit he presents. · The effect of this amend­
ment, however, will be really to furnish currency where cur­
rency is needed. Where I take issue with him is that in these 
localities it is not credit that is wanted. The men who want 
currency have credit with their local banks. Their local banks 
are ready to give them credit. Their local banks could go off 
and borrow money, but they would ha--re to pay such exorbitant 

. prices for it that they are unwilling to do so. 
. 1\Ir. McLEAN. Mr. President, does not the Senator _from 
Georgia think the tax on this money ought to be more than 2 
per cent? · 

Mr. SMITH of Georgia. I certainly would have it more than 
2 per cent if it stayed out for any considerable length of time. 

Mr. McLEAN. But if we carry it on to the State banks, does 
not the Senator think · there would be grave danger of its re-
maining there? · 
. Mr. SMI'l'H of Georgia. If this were a permanent bill, I 
would say yes. This bill is limited to the 1st of next July. It 
dies then, and the tax increases after three months at one-half 
per cent a month, and the notes can not remain in circulation 

. 11ny considerable length of time. 
The great need just at this time in the 12 cotton States to 

which I referred is currency for the next 60 or 90 days, for the 
next three months, until the cotton picking is completed, until 
the cotton is _properly warehoused, until cotton takes its place 
in a '·arehouse where a warehouse certificate makes it the basis 
of general credit. To-day the farmer bas no credit outside of 
his home. His paper would not -be good in Atlanta; I am still 
illustrating by the place to which I referred. 

But his paper is good with his home bank. There he is 
lmown. '.rhe value of his farm and its productiveness is known. 
The home bank will take a bill of sale for 100 bales of cotton 
from him aud lem·e the cotton with him, having done business 
with him perhaps for 25 years, and having absolute confidence 
that that cotton will be forthcoming to meet that bill of sale. 

Mr. McLEAN. Certainly; and no cash is used in that trans­
action. 

Mr. Sl\IITH of Georgia. Absolutely none, because the bank 
tRkes a bill of sale. It costs the farmer $10 a bale to harvest 
his crop. That is the great pressure with · us. It is to carry 
the farmers for the next 90 days, until they get their cotton 
gathered and get it proper!. warehoused and have obtained a 
warehouse certificate, and then the farmer can go to Atlanta 
or he can go to New York and borrow on it. Of course, the 
further problem of a market for the cotton is most important. 

Mr. S~fOOT. In this connection I wish to say that if the 
Vreeland-Aldrich Act is extended from July 1, 1915, and tbP. 
conditions are normal in this country I certainly would insist 
upon the rate of interest being more than 2 per cent before it 
is extended. I look at the rate of 2 per cent as being simply 
to meet the present unfortunate conditions in this country and 
ill the world. It can not last longer, as the Senator from Geor­
gia says, ·than until July 1, 1915. 

1\fr. SMITH of Michigan. · The law might be extended after 
that time. It could easily be done by a joint resolution if Con-
gress desired. . 

1\fr. S.:\100T. I think it wlll be extended, but I simpl.r · say 
that if it is extended I think if conditions -are then normal in 
the country. the interest ought to be increased ·from 2 per cent. 
. -Mr. WEST. Mr. President, fot' the benefit· of the Senator 
from Connecticut [Mr. McLEAN] I desire· to say .a few words in 

ord~r to show . the.· necessity of currency in ·our section of, the· 
country at this particular time. 
- It is well known that most of the farmet•s-for I am one of -­
the~-get cr~lt for the year from the merchants. They have 
then· guano bills to pay. The guano companies either credit 
thern -for the ~mount or the farmer gets the rponey from the .. 
bank and pays for his guano. Generally it is bought · on the 
credit . ystem. . . . . -
~ I said a few. minutes ago, it takes about a third of the ' 

price of the cotton at present prices to pay -for the pieking of it 
'l'h~ cotton upon which this -money is p1·edicated, so to speak. 
unhl you get away down below the cost price of it, is as _good 
as gold. The farmer goes there and gets the money · say 70 
or 75 ~er cent of the market --ralue .of the product-th~ cotton. 
He relleves to a . certain extent the merchant. The merchant .. 
has borrowed from the bank. He relieves to that extent the 
bank. · _ . _ · _ 
. Now. and then the farmer is unable to get the money, and he · 
must have the money to pay the cotton picker. He is unable to 
get anything to pay his debts in -the stores. Those have ac­
cumulated; and the merchants must have money to pay the . 
banks where they have borrowed it during the year in order to 
carry supplies to furnish the farmers. . 

That is the situation in the South to-day. It takes millions 
of money. The bank in the ordinary way bas not the third of 
the lllOney to supply the farmer to get his cotton out and get. 
something on it unless he can sell some portion of it. If the 
farmers must hold on to this cotton, they can not do anything 
They must fail to pay the merchants, must fail to get the money 
from the bank in order to pick their cotton, and much of theit· 
cotton must inevitably stay in the field and rot. 

Mr. McLEAN. I wish to ask the Senator if cotton in the 
South to-day sold for 18 cents a pound would there be any 
difficulty in getting all the cash in the Southern States necessary 
to handle it? 

Mr. WEST. Absolutely; there would be no trouble, because 
that 18 cents would go to pay the merchant, and he in turn 
would pay the bank. . 

. Mr. McLEAN. But not In cash. It is not the scarcity of 
cash in the country; it is the scarcity of credit and confidence. 
· You have no customer, and that is the trouble. Of course 
Congress ought to· do everything it can to restore confidence 
and to help sustain the price of the products of the country. 
My point is that it will not be done by printing paper promises 
to pay. Yoi1 have plenty of it now. The trouble is that you 
ha--re no credit. 

Mr. WEST. The trouble the Senator does not see. We have 
already had the credit, and we want some money in order to 
put it in circulation that it may go back to the banks and that 
the mol!ey may go to the farmer, and in turn that it may go to 
the merchant. - · . . 

In ·addition to that, the farmer needs the money in order to 
gather his cotton. If he can not get the money, then the cot­
ton must stay in the field. Credit does him no good. He may 
be ever so able; he may have thousands of acres of unen­
cumbered land; and yet if he can not get the money in order to 
pick his cotton and gather it from the field · it does him no 
good. · , 

Mr. LEE of Maryland. 1\Ir. President, ·I should like to call · 
the attention of the Senate to the incon-sistency, if I may so 
describe it, of the amending tendency with respect to this -bilL 
The Treasury Department, acting · upon the unanimous recom­
mendation of the Federal Reser--re Board, requested that the 
limit be raised to 80 per cent. That was the unanimous request 
of the Resene Board, to create a supply of emergency currency. 
The Senate yesterday refused ·to grant that limit, · and fixed the 
limit at 75 per cent. 

Philosophically, if you reduce the · supply you should make 
every effort to reduce the demand, whereas the contrary appears · 
from the spirit of all these amendments, because if you reduce 
the rate of interest or the barrier .penalty, you will inevitably 
increase the demand, and to a certain extent you may create it, 
as was pointed ·out by the Senator from Colorado [1\fr. 
SHAFBOTH] a few minutes ago. · If you give enough profit to 
the banks tinder this or any .financial situation, you will create 
a demand for the emergency currency. ' . 

So the action of the Senate in decreasing the supply of the 
emergency currency, a~:.d this proposed amendment to increase . 
the number of banks which may demand it, and to increase . 
the amount of interest that the banks may make by demanding = 
the currency, ·.are absolutely inconsistent. 

Mr. SMITH of Georgia. Will the Senator ·permit me? 
Mr. LEE of ~~aryland. Certainly. ·._,, 
Mr. SMITH of Geor-gia.--. What :we wish is not to increase.tha: 

amount to the national banks any · further, but to~ permit th~• 
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addltion.al, ,- increase fbron~h · admitting :the .state banks to the me I can demonstrate that that is ,the _inevit!lble result, and · 

~ same priviJege. It would be inconsistent to object to going · that no other .result is withiu the limits of .possibility. I want 
further .: tpan the · national banks as to the line of inciease. to proceed to try and do that 
What .we desire is to add the State banks to the same priyllege. . Mr. ·ovERMAN. Mr. President--
·-· 1\!r. :LEJD of 1\Iaryland. ; I am very _sympathetic w_ith the,sug-_ Mr. REED. I will yield to the Senator. · . . 
gestion of the Senator-extremely sympathetic-because _ I . Mr. OVERMAN . .The. Gov.ernment is not In the business ot .-
belleve_. in bringing~ in these' small banks if they can be put in levying taxes ori money to make money ~ut of it. 
-upon a solvent and well-inspected basis, and thus carryi.ng forth .Mr. REED. Mr. Presitlent, I think that is entirely aside 
this fertiLizing system to the root of t;he cotton. plant, to the fro~ this _question_ The Government is in the .business just 
roQt of t)l,e _corn, to the places where it -is needed. But this is .. now of issuing some emergency currency, and eTeryone ·under· 
an emergency situation of great significance. . The warring stands that the tax which has been Jmposed .has not primarily 
European countries, eYen the most solYent of them, have d~ been for .the .purpose of profit, but for the purpose of a check 
clared ,mor~toria: agalnst the collection of .debts. It is a serious . and a safeguard. . 
situation, and it bas to be genuinely recognized as an emer- Mr. OYER.MAN. To .make it hard f~r them to get .it1 . That 
gency. · is the purpose? . 

I was rather surprised that under the circumstances most Mr. REED. To. ma~e it not hard for them. to get it, but h l 
of the gentlemen on the minority side of the Chamber yesterday remove the temptation to get ' it improvidently, . and to compel 
seemed inclined to limit the supply of this currency ·available the r~~urn of it to the Government within a reasonable .time. . · 
to 75 per cent rather than to 80 per cent; but ·thts having been Mr. OVE~AN. So far _as that is concerned, the penalty is 
done it does look most unphtlosophic,· when .t~e Trea~ry De-· the same except a~ to the tjme; . , 
partment comes in and recommends a certain amount that they . Mr .. R~ED. No; tne penalty is not the same. The Senator. 
can call upon and fixes that amount at 80 per cent, for · the is not spe~king with his usual accuracy. 
Senate to cut down the available supply and at the same time Mr. OVER~UN. Now., Mr. President--
increase the possible demand by reducing the . barrier interest _ l\1r. REED. · If I can . start borrowing money for th_e first 90 
which the present law requires. . days_ at 2 per cent an_d thereafter we increase the penalty. 

For that reason, with all respect and sympathy for the object Qne-half. per cen.t ,a mon.th, the sl~uatlon is not the same as it. 
of the Senators- _ would be if I start at 3. per c~nt wtth an increase of a half per 

_1\fr. OVERMAN. The penalty is not reduced except that the cent a month, because wbatever period of time I keep the money 
period is extended only four months. The penalty under the out under the first plan, I will get it cheaper than I do under 
amendment is the same. preventing inflation. The penalty the latter pljiD-. .. 
under the original law is 6 per cent and the period 9 months. , Mr. OVERMAN. The only difference is .the difference be­
The penalty under my amendment is 13 months. · That is the tween the period of 9 .. mo_nths .. and .12 months. The penalty_ 
only difference. will be the same at the end of 12 months under my amendment. 

·Mr. LEE of Maryland. If the Senator will go back to the Mr. REED. The interest will be the same at the end of 12 
beginning, behind the action of yesterday, and increase the months, but the average rate of interest for 12 months will not 
supply-- . . be the same. There is no use to try to argue around the cold 

Mr. OVERMAN. I am talking about this amendment. The mathematical problem. 
only difference is the extension of time from nine months to Mr. SHAFROTH. I should like to ask the Senator from 
thirteen months, so far as the penalty is concerned. If the pen- North Caro1ina what there is in this bi)l that will preYent a 
alty is sufficient to prevent inflation, and the currency comes bank, after it has borrowed money under the terms of the 
back in nine months, what is the trouble about extending it for bill, to come in at the end of .90 days and pay it and then _get 
four months? That is the only difference. another loan? 

Mr. ·LEE of Maryland. The demnnd for this currency will Mr. OVERMAN. That is true in anything. · There is no 
be based somewhat upon the profit that can possibly be made difference between it and the. original law, is there? 
by the utilization of the currency. In any eyent the Senator 1\fr. SHAFROTH. It is the difference between 2 per cent and 
from North Carolina will admit tha.t it is utterly un:philosophi- 3 per cent. That is all there is to it. . . 
cal to reduce the amount of an ava1lable currency from 80 per Mr. -REED. All there is in this amendment is the difference 
cent to 75 per cent, and at the same time increase the possible between 2 per cent and 3 per cent. That is all there is to it. 
demand by taking down the interest barrier. Mr. SIMMONS. 1\Ir. President-- . 

Mr. WEST. 1\fr. ·President-- - The -PRESIDING OFFICER. Does the Senator from Mis: 
The PRESIDING' OFFICER (Mr. KERN in the chair). Does souri yield· to the Senator from North Carolina? · · 

the Senator from Maryland yield to the Senator from Georgia? 1\Ir.' REED. I yield. 
Mr. LEE of Maryland. I yield the floor. Mr. SIMMONS. . If the Senator from Colorado [Mr. SHAF-
1\Ir. WEST. I should like to ask the Senator from Maryland ROTH] is right-and the Sentaor from Utah [Mr. SMOOT] has 

a question before he takes his seat. ·He said a few moments advanced the same idea...:._that the banks will -take "this mouey 
ago it is at the rate of 3 per cent, making 12 per cent a rear. under the present bill for three months only, with interest, and­

Mr. SHAFROTH. Oh, no; it is 3 per cent per annum; · that at the end of three months they will come in and pay lt up and 
is, for the first three months; and 1 per cent a month thereafter borrow for two months more-if that is to be the practical work­
until it reaches 6 per cent. . . . ing of the bill, tell me what ·good does the additional provisiQn. 

Mr. WEST. I thought 1f It was that rate then, of course, imposing half a cent a month at the end of three months do? 
the banks would take advantage of it: Mr. SHAFROTH. I can answer that, if the Senator from 

Mr. SHAFROTH. It. is 3 per cent per annum. ~Iissouri will permit me. , 
Mr . . WEST. I want to say, while I am on my feet, that I am Mr. REED . . I can answer that, if the Senator . will permit 

utterly opposed to an inflated currency, and it is only in this me, since I have the floor. It is the additional penalty which 
exigency that I think there should be as much currency in the compels them to come in or induces them to come in at the 
South as can be obtained without having it unduly inflated and end of 90 days to settle; and the very purpose of that penalty 
causing gold to come to a premium. It is now absolutely is to induce them to come in and-settle. · 
needed there, but, of course, we · do not wish to inflate the cur- Mr. SIMl\IONS. At the end of 90 days. 
rency in such a way that our gold will be at a premium. Mr. REED. As soQn as possible.. As soon as they cOD;le in 

.Mr . . REED. · Mr. President, I want to discuss for a moment and settle and ask for an additional loan, then the Treasury 
the amendment now pending. . I do not want to discuss th~ Department can say whether or not they want to keep the 
other amendments which will come up in due course. Most of money out; in other words, the Government gets the oppor­
the argument this morning hns borne. upon other amendments tunity by means of retiring the money, and a bank that came in 
than the one now under consideration. nt the end of 00 days and paid up its debt would then, of course, 

·The ali1endment nuder consideration proposes to reduce the . haYe, the snme as an ordinary customer of a bank, to take the 
tax for the first three months from 3 .per cent, as named in the chnnce of getting a -renewal. 
bill, to 2 per cent, the 3 pe:.· cent and 2 per cent being n per Mr. SG\IMOXS. The Senator thinks that in practical opera­
annum rate of interest. ·As originally introduced, the amend· tlon the result \You1d be that the banks would generally come in 
ment ·pro,·ided fot· n reduction to 1 per cent. :Tbe.quest.ion we at the end of three months and renew, so to speak, so as to get 
are to discuss is; Should the interest be · at the rate of 3 per the benefit of the 3 per cent rate? 
cent for the first 00 days or should it be 2 per cent? 'l'hat is . 1\lr. ·REED. I ·do .not think so. I think that. -in · practical 
an there is in this present amendment. I nffirm that if you o·peration the bnnk getting this money, if it found that it was 
reduce the rate of interest fr.om 3 per cent to ·2 per ·cent you I necessary to go beyond-the three-month period, would -probably 
simply present t~ ba~ks- with . .. 1 . per .cent .. addi~ionar profi_t. pay . the additional rate for a . time; . because it is always con-· 
That ts· all there IS to 1t. I thmk if Senators wlll bea~ with .. templated that ,these loans ,are not to .be permanent adyanee-
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~ents.. and the probabiliues- ar I thihk, that the bank-would Mtr SI:liMO:NS.. There is: 'nothfng in the law· that would pre. 
pay the rate. far the n-ext 30' days:. or it might ·be 60" daya. vent it. · . · 
I can not an wer as to that any more tbmL ca:n the Senntor 1\Ir~ SHAFROTH. MY. President, I can' find no discretion in 
from North Carolina. . the- act except as to the question of security; but this considera:. 

1\Ir. SIMMONS. I agree- entirely with the Senator from Mis- ~on might indnce a oo:n.Ir to keep the currency out and pay the 
souri. I do not think that the result of the p:ractic:a.t operation addltionar one-half of 1 per cent per month. If all of the eme1·: 
of the law would be what the> Senator from Colorado and the gency curi·eucy .were issued, it might say, "If we· surrender this 
Senator· from Utah have indicated. r· think at the end of three currency, we can not get a:.ily at an.u That, as a matter of fact, 
months, if the banks want this currency longer,.. they- will pay might have a tendency to k~p the currency out, the bank pay­
the additional one-half per- cent for the. next month. ing one-hnlf of l per- ·rent' a month- additional as each month 

Mr. WILLIAMS. Mr. President, if the Senator wiU pardon passes rmtifthe expiration of the time by statn.te. 
me, I wish to suggest that 2 per cent per- annum iS one-sixth of. Mr. SMOOT.· That was: the question Ibrought up in answer tO' 
1 per cent per month, and when the penalty, as the. other Senator what the Senator had said; and yet, Mr. President, we do knoW. 
from N.orth Carolina calls it, is one-half of ~ per cent per that if the whole amount of currency has b-een issued, and there iS 
month-- . $500,000 returned by" a bank which has borrowed it. the rur-

Mr. SiliUONS. There, are twQl reasons--- reney being replenished to that extent, that sum could ngain 
1\Ir. WllLLIA.:\lS. There is a ·difference of two-sixths of I be- borrowed. · 

per cent, which, in a large- transaction, is very considerable;- .Ml". REED: 1\.Ir. President,. r wish merely to clear this matter­
b-ut the statement. that the Senator from Missouri has· niade., it rip :rnd' then to resume at the-point whe1·e I was interrupted, for 
seems to me, is an argument in :favor of the amendment, bE!- I am exceedingly anx.i<ms, if possible; to get thls bill to a vote. 
cause it is- an argument tending to show that this cnrrency, I think the debate has bee.n quite Tong enough-of course there 
instead of being in circulati()ll, would be paid up at the end of , is no way to limit it-and wed<>' p.ot want to stay here an sum­
. each three months, with the hope of .getting another loan; so mer over· thfs'little l).ill. 
that the· money would be withdrawn· in three months. Thus There is not a dollar of this currency that any ·bank can de.. 
the interest of the Government to prevent redundancy of the- mand as a matter of right; it is all Within the discretion of the 
banks to make the most p.rcfit possible would run hand in hand. secretary of the Treasury. He CIDI issue it or he can 1:efu&e to 

1\:h~. BEED. That was not my argument. issue it. 
1\Ir: WILLIAMS. I say the- state- of expected :faets praT-es jli~t That is the answer to all the argument we ha"\'"e hear.d fo-r 

the oppo .. ite of' what the- Senato-r is trying to pnOTe. the' last 15 or- 20 minutes~ Here is the language of the law • 
.Mr. REED. Not if I made m!self P~:;tin to the Senator~ : Following a proviston which sta:tes pow tlle. 'ha.n.ks. shan orga~-
1Ur. WILLIAMS. If th.ey ~ill }>ay ~tt :rtP at the> ~nd o-f _three ize curreJJCY as ociatlona and how they_ s~an make their appll­

months~ the Go-vernment has the, option whether- Jt will then cation tu the Comptroller of the Currency, there is a provision 
reloan the money or not which I quote: 

1\Ir. R~ED. That is exactly what r said. . . · The c-omptroller of" the Curre~cy shall immediately transmit sucli 
Mr. W ILL!A.l\fS.. But when the Government has fts option, appticn:ti&n t& tli.e Secretary of the Treasury, with sucb recommenda­

and thut particnlar- :toan is closed that mncb money lras been . tlon as h_e t'tlinks proper, an<:} if, in. the judgment of the Secretnry ot 
• . #". . the Treasury; busines conditions m the locality dem..'lnd additional returned to the Treasury. The Treasury then c:<:tn refus:e .Lo:rther circulatron and if he [s satisfied with the character and value of the 

loan if enough c-urrency is, in its opinion .. afloat. , securities prop6Sed a:i:Jd- that a. Ue-n in favor of the United States on the 
Mr SIMMONS That is exactly the opi.niotr I expressed· and securities so deposited! and on ~he n set o:t the bal}k:s composing the; 

• • . ' . association wilt be amply, suffi.cJen.t for the protectwn o:l' the United tlley would not return it at the end of the three· montbS' and take states h~ mav direct an Lc:;sue of" additional eirculatinoo notes to tb'e. 
their chance- oi getting another loan, beeanse they might not association, on~beha1f of such bank. to an amount tn hi dis-cretion, not, 
get it. however. exceeding 75 Pet: ~en:t 61 the cash value- of the securities so· 

bl n. f ~11 • th deposited. . 
I;n the second pl~ce-, _v:uoba Y !.lie expense 0 =OSlllgr e trans- The last clause has been modified by, a . subsequent amend~ 

action and reoperung It would be more than one-half of I per ment" but the- others stand. 
cent 3l. month. . ~ . Now, Ml". President,. winding up i.1 I may, this little side 
· l\Ir: S~lOOT. May I ask th~ Senator ftom North Ca_rollna a issue, of eourse a bank at the end' of tbree- months could bring 
qnestion? to the- Treasn:ry the- cunency it bad obtain... '<I and wind up th~ 

The· PRESIDING OFFICER. Does: the' Senator from Mi~ transaction with the Government. aDd then could secure a new, 
souri yield to the ~enator from Utah for that purpose? issue of currency, and in that way escape the additional inter-

l.Hr. REED. I Yle~d. . ~ est charge, always provided the Secretary of the Trensury saw. 
1\Ir. SMOOT. I w1sh to ask' the SenatOl" fr~m North Carolma fit t~ renew the issu whlch he would not be very likely to de:. 

why banks could not get a renewal at the end' of three months? if he thought the bank waS' simply trying to beat the Govern-
What is there- in the la'l that wonld prevent them from getting ment out of a little intere t. · 
ft · . Mr. WEST. Could the bank obtain a new i.3Sue of currencY. 

l\Ir. SDIUO:NS. If ~e departm~nt fett th~t there was no on the same security tt had deposited for the first issue? 
Ionger an emergency calling for the _ISsue of ~s- currency, ~ey Mr. REED. Undoubtedly. The bank could secure the cnr­
~ight not extend the loan; t~ey might .~rcrse some indirect_ rency by depositing any good secl!tities, and if the secu.ritie it 
dis-cretion not to contin~e the l~sne. of thiS mon~y: had on deposit were of the kind and · character required, it 

1\.Ir-. SMOOT. There. Is- nothmg m the law givmg them that co11ld rehypothecate theni.. 
power. . · .Mr. WEST. I understand the Senator, then, to say that if 

1\fr. SDlliONS. r do not know whether ar not there is any- the bank obtained the money at one:sixtb of 1 per- cen~ saying· 
thing in the. law giving them that author:ity,. though I am rather it wa 2 per. cent per annUm-that is, 'one-sixth of 1 pe1· cent 
inclined to think there might be sometliing in the. law to tha~ per montll-after the expirai:ion of three months rather than 
effect.. pa:y tlle one-half pex cent per month, it could ' pay up and use 

1\Ir. Si\fOOT. The only way in which that autho-rity could be the . same sect.U"ities in order· to get an extension of three 
exercised would be that under the law, if they exceeded the montlls? 
limH, of course, the Secretary of the Treasury would refuse to 1\lr. REED. The bank could do so: if the Secretary of the 
make the loan. Treasury saw fit to let it, but I think the Secretary would very; 

:Mr. SllUIONS. Tile Senator from Utah will admit that if a promptly . say, ... That is not busine s; if you need this money, 
bank should settle up at the enclof three months, so- as to, get the keep it and pay the additional half. per cent .. " . 
benefit of tile lower mte of interest. if the banks of this country Mr. President, the whole question, I state again,. that is now 
ha~e reached the conclusion that there is no longer a necessity before the Senate is whether -we ought to start with a 2 Pel:' 
for this emergency currency and that t()- continue it after the cent rate or a 3 per cent rate; I as ert the proposition, and , 
emergenc ha pas ed might re ult in inflation, when the ap- sh..'lll undertake to· demonstrate it. that if we .cut the r~te of 
plication is made to the currency association to. rebonow they interest from 3 per eent to 2 per cent we shall sunply present to 
might refuse their consent, and the- appUcatiou would never the bank. obtaining this money that 1 per cent. and that what 
reach the Secretary of the Tt"P.asm-y. we take ·off of the rate will accrue-to the benefit of _the banks 

Mr. S.:\fOOT. Ur: .. President, I have nothing to say against and not for- the benefit of the country. Any rate that IS - charge~ 
the last propo ition of the Senator; that is absolutely true; but by the Government accrues ~o the benefit _of all the people; ·It 
it rests entirely with the · currency as odation. If they dO> not goes into the Treasury; wllile · any reclucti.on ·of that r~t.e ac- 1 
approve the security offel'ed by tbe b:mk asking for the loan., crues to1 the benefit of _the banks. That ts. the propos1tion · ~ 1 
th~ of cou.r , the< bank can not ·get the etnergency curreney ·~ undertake to ~emonsttate. _an~ I · t~nk ~ little th~ught upon 
but I do not know of an;ithino- in the law that; would :prevent tlla.t ·matter will lea.d ·Sen-ators to con.cur- m the· opinion I hav~ 
the bank from getting it. stated. 
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No bank can obtain of this currency more than 125 per cent 
of its capital and surplus. A bank "ith a capital of $100,000 
can only obtain $125,000 of this currency. Of course, if it ob­
tains the money it does so for the purposE' of loaning it to its 
customer . Now, a bank with $100,000 of capital ordinarily 
would ha>e approximately $5,000,000 of loans. If any Senator 
were acting as president of a bank having a capital of $100,000 
and $·5,000,000 of loans at 6 per cent interest--

1.\lr. WES'l'. l\Ir President--
1\fr. REED. I hope the Senator will not interrupt me until I 

get through with this sentence, and then I will gladly yield . 
If you had $5,000,000 loaned out at 6 per cent interest and 
you oiJtained $12-5,000 of this currency to be loaned to your 
customers, could you reduce the rate on all of your $5,000,000 
of lo~ms from 6 per cent to 5 per cent in order to get $121),000 

1\fr. OVER~IAN. 1\fr. President-­
in cu nency? 

l\lr. REED. If Ule Senator will let me conclude that thought, 
let us see just how that would work out in figures. If a bank 
had $5,000,000 loaned at 6 per cent, its annual interest collec­
tion would be $300,000. If it were to obtain $200,000 of this 
currency-! use that figure arbitrarily-it would_have $5,200,000 
to loan, and if it reduced the rate to 5 per cent its total income 
would be $260,000, if I have figured it accurately in my head, 
as we say, standing here. Thus it would lose $40,000 by 
virtue of getting this additional money and it would be that 
much worse off. 

The question may be asked could it not reduce tile rate of 
interest upon the $100,000 or $200,000 that it obtains from the 
Government? I answer no. The moment it would give a 
special reduction in the rate of interest upon the $200,000 it 
obtains from the Government, reducing that rate to 5 per cent 
or 4 per cent, it would disturb the entire interest and discount 
market in which it was concerned. It would inevitably result 
in forcing a bank to make cuts to other customers if it did 
that. The minute it becomes apparent to a banker that if he 
obtains $100,00("• of this currency and loans it out he must dis­
turb the whole interest and discount market and must cut in 
on his own natural and legitimate profits, that banker is not 
going to take a single penny of the money out. He would be a 
very foolish man to do so. There is not any answer to that, 
in my judgment, and I think Senators will agree with me if 
they will just get the blood out of their heads and sit down 
coolly and think about it. 

Mr. OYER:\IAN. Looking at this matter as a cold proposi­
tion, let me ask the Senator a question, Jf he will yield to ine. 

Mr. REED. I shaH be glad to yield to the Senator, although 
I should yield first to the Senator from Georgia [Mr. WEST], 
who sought to ask me a question some time ago. 

l\fr. WEST. Mr. President, the Senator has stated that a 
bank having a capital of $100,000 might lend $5 000,000. I think 
the Senator's statement exceeds the limit that a bank ever loans 
out upon that much capital. He evidently means $500,000. 

l\Ir. REED. No;. I do not; I mean there are plenty of such 
banks. • · . 

:Mr. WEST. I have ne\er known of any in my section of the 
country. · 

. Mr. REED. I mean tilere are plenty of banks in my section 
of the country with $100,000 of capital that have many times--

1\Ir. WEST. They must have an enormous surplus. 
Mr. REED. Yes. I know a bank in my city of $500,000 of 

capital that at one ti~e had $40,000,000 in deposits. I know 
of a bank in New York City that has $200,000 capital, and I 
would be afraid to hazard a statement as to the vast amount 
they have on deposit. 

Mr. WEST. That must be the Chemical National Bank of 
Ne"~ York, which has an enormous surplus, or at least it used 
to lla\e. 

l\Ir. REED. Now, Mr. President, I yield to the Senator from 
North Carolina. 

l\Ir. OVER:\IAN. I merely want to say to the Senator that 
his whole argument is based upon the supposition that the 
banks will loan money always at a uniform rate of interest. 
They do not do that, as the Senator knows. 

.Mr. REED. Not uniform; yet there is--
1\Ir. OVERUAl.~. ·They loan money sometimes at 2 per cent 

on call, or 3 per cent, or they will make arrangements to loan 
money, depending upon the security, at 5 per cent to one person, 
6 per cent to another, 7 per cent to another, and 8 per cent to 
another. The Senator will admit surely that . if 1 per cent is 
removed from the tax the btmker can loan the . monev at 1 
per cent less. . · 

Mr. REED. I do not admit it. 
· Mr. OVERMAN. Does the Senatot· ·say that the banker can 
not do it? 

l\1~·. REED. I do not admit" it, because of the practical diffi­
culties. Lest I should forget it later on I want to say to the 
Senator that if we could take this money, limiting· the amount 
so that there would not be a dangerous inflation, and if in this 
exigency we could carry it directly to the people of the United 
States without a penny charge and give them the benefit of it, I 
would be delighted at that possibility. 

1\fr. OVER:\I.AN. I would not, because I do not think the 
people ought to be gi>en money in that way. 

Mr. REED. Well, of course, I mean where they give proper 
security. If it were possible, without the danger of inflation, 
. to carry this money to the people who need it without using 
tile banks as an instrumentality and without giving the banker 
the rake-off and the benefit, I should be delighted to carry the 
money to the cotton planter and the corn raiser and the man 
engaged in any pursuit making it necessary to have money; 
but that certainly is not practicable at this time. 

Answering the Senator, it is true that banks hav·e different 
rates of interest for different customers, always controlled by 
the facts surrounding the transaction. The man who is a large 
borrower, a steady customer, a heavy depositor, of undoubted 
credit, will, of course, get money cheaper than the man who 
borrows a small amount, whose credit is doubtful, and who is 
not a depositor in a bank. Between those two extreme cases 
are all varieties and conditions. Ne>ertheless, however, tilere 
is a basic rate of interest; and whenever you say to the banks 
of your State, "You can obtain additional currency from the 
United States to an amount equal to perhaps about one-tenth 
of your loans, but when you obtain it you must lower the rate 
of interest," the banker will say, "I prefer my present rate of 
interest, ·undisturbed, to the securing of additional money, the 
taking 'Of additional risks, and a disturbance of the entire inter­
est ·market." Accord.ingly that gentleman will not come he1•e 
and get money. You can not compel him to do it. You will 
make it to his interest not to do it. 

Mr. OV"ERl\IAN. Then that is one way. to stop inflation, is 
it not? 

Mr. REED. It not only stops inflation, but it stops e>ery­
thing. It stovs any increase. If the Senator proposes now to 
get up a scheine that will keep the banks from getting any of 
this money at all, he has devised a beautiful scheme to do it; 
and it is no answer from his lips that it would stop inflation, 
because what he is demanding is more inflation. You can not 
argue both ways here. You can not be like the animal l\Iun­
chausen tells about that had a set of legs on its belly and an­
other set on its back, and when you chased it until the legs 
on its belly grew tired it would whirl over on its back and run 
on its back. You can not travel that way in the realm of logic. 

1\lr. OVERMAN. 'That is what I was complaining of the 
Senator for-that he was traveling in that way, in that he 
argued in one breath that my amendment would produce in­
flation nnd in the next breath that I was devising a scheme to 
keep the money out of circulation. 

l\lr. REED. I have not even discus ed the question of infla­
tion. The word has not come out of my mouth this morning, 
ex.cevt as I just now replied to . the Senator and used it. The 
Senator has me confused with somebody else. 

1\Ir. FLETCHER. Will the Senator yield to me for a sugges­
tion? 

1\Ir. REED. Certainly. 
Mr. FLETCHER. I simply wish to suggest that very re­

cently, I think about the 4th or 5th of August; Mr. Lloyd­
George rose in the House of Commons and said: " I want a 
credit of a hundred million pounds." It was voted very 
promptly; and then he . said: "We will reduce the bank rate 
from 10 per cent to 6 per cent, and we will ha>e all banks closed 
for three days in order to adjust themselves to these condi­
tions." The reduction was made to 6 per cent~ and then, 
shortly afterward , to 5 per cent. 

1\Ir. REED. Ye . 
Mr. FLETCHER. And that while tile English Army was 

mobilizing and troops were marching through the streets of 
London to tile front. 

l\Ir. REED. Why, 1\fr. President, the Senator is too much of 
a logician to put that as a parallel with the condition existing 
in this country. In the first place, the Parliament of Great 
Britain is all powerful. Great Britain has no constitution 
such as we have. The Parliament of Great Britain can pass 
any law it sees fit to pass and it is the supreme law of the 
land. In the second place, the credits of England are largelY. 
controlled through one great bank, the Bank of England; and 
the Bank of England, by raising and lowering rates, can, of 
course, affect the price of exchanges and the interest price all 
over . the kingdom. The Bank of England is in close touch 
with the Government; and the Government <lid something the 
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1Senator did not tel1' us about: 1t became the guarantor of the 
!Bunk of England anu stood back ot the entire transaction, and 
'has fl b olutely released the indorsers and the makers of ac­
ceptances to the amotmt of hundreds of mlilions of dollars, and 
ha agreed to carry them for the people. 

Happily, we are not to-day in a condition where that is neces­
sary. The point I am trying to impre s upon the Senate is 
that a reduction of the rate of tax levied by the Government 
on this currency will not go to the ultimate consumer, be­
ca use the bank will not accept that money if, by accepting it 
and using it, it must cut its own profit upon ~U the large Sl;lms 
of money it alre:.1 dy has on hnnd and which it loans. 

There is not any answer to that, Senators. We shall have 
to ettle this thing now upon its merits. I am not standing 
here merely to argue a question. I repeat, if I could carry 
this emergency cun·ency directly to the people without the in­
terposition of a bank, I should be glad to do it, but under the 
pre ent circnmstances we must deal through the banks. 

'I'here is another reason that ought to appeal to thoughtful 
Senators-and I !mow that every man here in thjs emergency 
wants to do the right thing-and that is that of the money the 
bank now has on deposit and which it has reloaned a very 
large percentage is interest-bearing money. It is the custom of 
many of the great banks of the country to pay 2 per cent, or 
anywhere from 1 per cent to 2! per cent, upon checking ac­
count . That is especially true of State banks and trust com­
panies, which it is proposed by one amendment which has been 
sugge ted here to bring more thoroughly into the system. In 
addition to that, many of the banks pay 3 per cent upon time 
deposits, and in some instances go beyond that figure. 

Now. imagine yourself the president of a bank with $500,000 
of money upon which you are paying your depositors from 2 
per cent to 3 per cent and that money loan'ed out at a rate of 
interest which will compensate you for yo01· risk and leave 
you a profit. Can you con<!eive. then, of your going to the 
Trea sury and getting· $200,000 of emergency currency and dump­
ing thn t into the ruarket to destroy the interest rate you are 
obtaining, not only upon your general deposits. but upon these 
deposits upon which you yourself must pay a rate of interest? 
You will not do that. You will simply say, "Well, I will go 
on as I am now. I \viii not take any of this currency. I will 
not bother with it. There is nothing in it but loss for me and 
trouble for me, and accordingly I will pursue the even tenor 
of my way." 

Wheu the banker does that, when bank~r A and banker B 
and banker C and banker D do that, the result is that this 
currency does not get into circulation and does not reach the 
cotton pl:mter or the merchant who feels a necessity for it at 
the present time. 

I appeal to enators to think of those things. 
Mr. OVER~"l. l\lr. President--
Mr. REED. I yield to the Senator from North Carolina. 
Mr. OVER:UAX The amount of tax now required by the 

Government on its deposits in national banks is 2 per cent, 
is it not? 

1\!r. REED. The amount of tax? 
Mr. 0\TERllAX Yes; the amount of interest required by the 

Government on its deposits in national banks. 
1\lr. TIEED. The Senator means that the Go\ernment re-

quires the bnnks to pay 2 per cent interest to the Government? 
Mr. OVER:\1AN. Yes. -
1Ur. REED. Oh, I understand; certainly. 
1\lr. OVER:,)IAN. Why should thet·e be any different rate on 

this than on that? 
1Ur. REED. I shall be glad to answer that question now if 

the Senator will permit me to do so. 
l\lr. OVERMAN. Before the Senator does I want to say this 

to him : The GoYernment has been depositing-we will call it 
interest or tax, whiche•er you please-at a rate of 2 pe1· cent 
what nre known as its deposits, and also crop-moving funds, in 
the lellding center of the \arious States. In other words, it 
devoslted the e funds in three towns in my State. It deposited 
them in the large towns among the big bankers. The conse­
quence is that the ma1ler bankers ba\e nen~r gotten any of the 
lJenefit of thi at all. They haYe gotten no benefit of this money, 
and can not get it. The man that really ought to have this 
emergency curr~ncy is the small country banker; and you want 
to tax him 3 11er cent, when the big banker is paying only 2 
per cent on the deposits made by the Go>ernment in his bank. 
rs not that true? 

Mr. REED. Some of the statements of fact the Senator 
makes are accurnte; some of them would have to be qualified; 
and with his logic- r utterly disagree. In the first place,- there 
is absolutely no parallel between the tw(} conditions the Sena­
tor present . 

Mr. President, I think we aught to ha:ve a reasonable attend­
ance here, and I suggest the absence of a quorum. 

The PRESIDING OFFICER (Mr. MYERs in the chair). The 
Secretary will call the roll. 

The Secretary called the roll, and the following Senators an­
swered to their names·: 
Ashurst Kenyon o,erman 
Brady Kern Po.ge 
Burton Lane Perkins 
Camden Lea, Tenn. Pittman 
Chamberlain Lee, Md. Poindexter 
Chilton Lewis Pomerene 
Crawford McCumber Ransdell 
Culberson McLean Reed 
Fletcher Martine, N.J. Robinson 
Galllnger Myers Shafroth 
Hughes Nelson Sh<'ppard 
James Norris Shields 
Jones Oliver Shively 

Simmons 
Smith, Ga. 
Smith, Md. 
Smoot 
Sterling 
Stone 
'rho mas 
Thompson 
Thornton 
Vardaman 
Wh ite 
Williams 

Mr. THORNTON. I desire to announce the necessary absence 
of the junior Senator from New York [Mr. O'.Go&MAN] and that 
he is paired with the senior Senator from New Hampshire [Mr. 
GALLINGER] . I ask that this announcement may stand for the 
day. . 

The PRESIDING OFFICER. Fifty-one Senators have an­
swered to their names. There is a quorum of the Senate present. 

Mr. GALLINGER. Mr. President, in behalf of the junior 
Senator from Maine [Mr. BuRLEIGH], on account of personal 
illness as well as the serious illness of his wife, I ask unanimous 
consent that be be excused from further attendance upon this 
session of Congress. 

The PRESIDING OFFICER. Is there. objection to the re­
quest? 

Mr. REED. I could not bear it. 
The PRESIDING OFFICER. The request is that on account 

of personal illness and illness in his family the Senator from 
Maine [Mr. BURLETGH] be excused for the rest of the session. 
Is there objection? The Chair hears none, and it is so ordered. 

NEW YORK, NEW HAVEN & HARTFORD RAILROAD. 

1\Ir. NORRIS. I ask unanimous consent for the adoption of 
the following order. 

The PRESIDING OFFICER. It will be read. 
The Secretary read the order, a.s follows: 
Ordered, That leave be granted the secretary of the Interstate Com­

merce Commission to withdraw from the files of the Senate the manu­
sct·lpt of Senate Document No. 543, Sixty-third Congre s, second session, 
"Evidence taken before the Interstute Commerce Commission ·t·ela tive­
to the financial transactions of the New York, New Haven & Hartford 
Railroad Co., together with the report of the commission thereon," said 
manuscript being ot•lginal papers filed with the commission. 

The PRESIDING OFFICER. Is there objection to agreeing 
to the order? 

Mr. REED. I make no objection .it it does not provoke dis­
cussion. 

Mr. KORRIS. I will not insi.st on it if it provokes any debate. 
I can not see that it will do so. 

The PRESIDING OFFICER. The Chair hears no objectio~ 
and the order is agreed to. 

AMENDMENT OF NATIONAL BANKING LAWS. 

The Senate, as in Commit tee of the Whole, resumed the con­
sideration of the bill (S. 6398) to amend section 1 of an act ap­
prO\·ed l\Iay 30, 1908, entitled "An act to amend the national 
banking laws." 

Mr. REED. Mr. President, in closing my remarks I will 
repeat the statement that a reduction of the rate of interest 
from 3 per cent to 2 per cent will inure to the benefit of banks 
and nobody else, and that the banks will not take out the money 
at all if they must do it upon the condition of a general reduc­
tion in their rate of intere t to their customers. I want no'\lJ 
to show why 3 per cent is probably the correct figure. 

First, it is not desired to induce banks to take this rnonev 
indiscriminately and for the purpo e of making a large profit 
to themselves. It is proposed to afford a situation which will ' 
enable a bank whose customers really need · money to obtain 
that money in such a manner as. first, to reimburse the bank ; 
for the risk and expense it takes, and, econd, to limit the , 
amount which will be taken of the currency so far as it may be 
limited without denying the country the benefit of the system. 

It is estimated that it costs a bank approximately 2 per cent 
to obtain this currency, to loan out the money, and to settle at 
the end of the tran action with the Government. I do not know 
upon what those fL,""Ures are based, but that is the estimate I j 
have heard made. If a bank pays 3 per cent for money and if it 
co"'·ts the bank 2 per cent to handle it, that is equal to 5 per 
cent, and if the bank loans its money at 6 per cent, which most 
of them do, particularly in the West and South, or at a greater 
rate, at 6 per cent the bank makes 1 per cent by the transaction. 

l If it loans it at 7 ~r cent, it would make, of cour e, 2 per cent, 



,.. 
} 

{ 

f 

1914. CONGRESSION A.L RECORD-BEN ATE. 14901 
and if it I:onns a.t S per cart i'lt w-ould lilllke 3 per- cent~ but the Now, what should we do? I think the plan tbnt has been 
asera~re bank gets about 6 per cent. One per cent profit for devised by this board, who have ginm mnch painful thought 
handling the transaction. togethe'l' wftb the incentive to accom- to the question, is a wise one. It is to p~rmit the banks to 
rrrodate its customers. ought to be a sufficient inducement to · obtain currency under the Aldricb-\' reela nd Act upon the class 
the bank and :{sufficient recompense to the bank.. of ecurities they now h<n·e. As I t·t ted the other day, many 

I beg the Senate to bear two fa ts in mind. One is that it w of the banks of the grent cities han~· the bonds which the present 
not intended to put thi money out permanently. There are- two l'reeland-Aldri-ch Act specifies. Upon. those bond which they 
re.-1sons for that. The first one. of. conr e.. is tbat a gener.n.J ill- bar-e in their >a nits, they h::n-e been able to obtain already much 
fiation is not des-irable. But the sec-on one, which at the pres- nssi tance through this emergency currency. But the banks of 
ent time is perhaps the more powerful, is that the Federal the country. tbe banks o-f the South :md of tile West, indeen of 
re ene system is about to be inaugurated. The details are the great interior eve-rywhere, do not ordina rily carry a large 
being rapidly worked out, and when that system is inaugm·ated nuruber of oonds which may be used for security. The proposi­
it is certainly to be hoped that there will not be a va t a.m-o1.mt tion is to permit those banks thnt do not have the bonds or do 

·of this particul:u form of emergency cmrrency outst.'lndinf:! not wi h to nse- them to uee, in lieu of the bonds, up to the 
which must be tn.1.-en care of by the system and which will be to nmount of 75 per cent, the commercial paper they already have 
some extent an annoyance.. if not rr di turbanee. in theh· >anlts. Now~ that is the thing that immedintely will 

Within 90 days' time the Federal reserr-e system ought to be benefit the South. The Senator from Georgia hakes his head. 
established, and when ft i.s estnblished the burden of GU'rying Mr. S:\IITH of Georgia. If you extend it to the State banks, 
the fin:mcial affair of the United States will be im.mediat(>'ly it will benefit the South. 
cast upon those l'('serve banks. 'I'he weight which has hereto- Mr. REED. You m~n it will go further if it is e-xtende to 
fore been taken care of by the gren.t banks of great cities will,. Stn te ba nks, but you do not mean that the South can not get 
a s:oon as the system is, est• btlshed, be transferred to the Fed- any benefit, be~ause the Senator is too candid a man to say that 
eral reserve banks of the country. When there is a demand no benefit can come from n. 
for gold thnt demand will be made upon the Federal reser\e Mr. s.MITH of Georgia. I do not say that they will not ha>e 
banks. and where-as a few days ago, when theTe was a demand some b ne:fit, but they will har-e incomparably more when it 
for gold, the banks of ,.ew York assembled and determ.i:ned to . goes to State banks. 
raise something like $90,000.000 to take carE:- o:tl the obligations- . .lr. R E ED. That is a que tion whieb we wm discuss when we 
of tile city of New York, \Yhen tne FedeTal reserve 'frauk is· es- get to that question. I am now simply--
tabli bed in the city o1 N w York it is my opinion th-;., t i:f tire- 'Mr. S.MI'lH of Georgia. I am perrectly satisfied with the 3 
demand for gold should a.ri · again it will immediately be made per cent if the State banks do not ha>e to go to the nation::~l 
unon thnt bank. It is th.er.eft>re of the highest importance that banks to try to borrow the money. If we can get it to all who 
when we are about to establish this Federal 1· er'\te bnnld;ng nee1 ft without having to filter it through two banlts, I do not 
system we should be in a position to do so upon the most stable mind 3 per cent so much. That is why they are involvea witll 
bu i . Just in proportion as you scatter throughout the chan- each other. 
nels of trade and comm rce an emergency cul'I'ency beyond the 1\lr. REED. Of course, I do not object to the interrupt1ou, 
absolute demands of the hour do you to that extent imperil tWs but I would prefer discussing that as a separate proposition. 
gTeat system which we aU hope will bring so much benefit to I do not think they u.re invoh·ed together at all. 
the country. And that is not a consideration to be lightly This bill will enable any bank that is a member of any cur­
pa ed or-e:r and brushed aside. It is a problem now cwnfront- rency as ociation, and, indeed, banks that are not members, to 
ing tile Federal lle er...-e Board. bring their promissory notes to the Secretary of the Tre;· sury 

Then, I call the attention of Senators to an:other proposition and upon . those notes to obtain this money. So that will im· 
which I regard as of still greater imporhmce, and I beg that mediately benefit those banks. Yet, s trangely, that proposition, 
Senators will not allow themselves to be swept from their feet which enables a bank to u e its good ecurity, was oppo ~ed upon 
by Yirtue of Eome local condlt1on or .for a single moment cea.-se this floor yesterda-y by men who now clamor for a reduction of 
to look upon the present financial condition in its broadest pos.si- the rate o1' intet'eSt. 
ble aspect. Almost the whole civilized world is plunged in a tre- I say again., as I ha'\te already sa id, by substituting the com­
mendous war. Every day that war continues the productive mereial paper of the bank a ecurity for the bonds we take no 
force of those great cou-ntries Is at something worse tbun a rndical step, because that is the class of securitie we propose to 
standstm. Consumption haSI been magnified by reason of the u e as the basis for all the money tha t is to be issued under 
cuormous expense of moving armies and munitions of war. and the Federal reserve act, and by this means we do enlarge the 
in addition to consumption is the mighty force of destruction opportunities· of the national banks. 
which is hourly strik-ing down values. In consequence the finru1- I come now for a moment to the statement of the Senatot• 
cia! system of Europe is trembling, I fear, upon the >erge of from Georgia [:Mr. SMITH]. and I want to ad"ert to it for just 
a pTecipice. The gold reserYe of the B.ank of England a few a moment. The Senator states that if this bill was so drawn 
da:rs ago-I think three days ago-according to the press re- that tile State banks could obta in the beneiit of it, it would suit 
por s, was down to 19! per cent. Payments have beeu sus- him better. NeYertheless there must be a benefit corning to tho 
pended to a greater or less extent in all the countrie involved StHte of Georgta. In tbe first place, the Sta te of Georgia has 
in this titanic struggle. a large number of natiom1l banks. All her national banks can 

'Vith the exception of perhaps one othe-r grent country, we avail them clr-es of thi bill directly. I do not know for the 
alone are enjoying the benefits and blessings of peace. On•· moment how many nat ional banks the State of Georgia has. 
banking system and our currency system up to this moment 1\lr. POliEnE ... E. If the Senator will permit me-
are not only stable but. if we make no mistakes, impregnable. Mr. REED. I yield. 
We occupy the Gibrnltnr of the financial world. Mr. PO:\IERENE. Under the statement which the Senator 

If we continue to maintnin wise and prudent counsels we will from l\Ii ouri incorporated in his remarks yesterdny Georgia 
dominate the fin<mcial \Yorld. In proportion as we mnintain would be entitled to currency to the amount of '15,952,000. 
tfio e counsels will we make it easy to maintain our po ition. 1\lr. llEED. r remember the tnbulntion I put in the llEcoRD. 
Wilat in•estor is there in Europe who, baling s-ecurities. a The banks of Georgia Ilave that power. The number of na­
part of them securitie of a Eurepenn country, a pnrt of them tiona! banks in Georgia I do not h:1r-e before me at the present 
securities of this country, and being obliged to Relf the one or time. Inddentnlly, I rema rk in pa sing th:lt the nationnl b;~ nks 
the other, would n0t prefer parting with those securities which of Xorth c~1rolina are yet entitled to $6,922.000. The Senator 
are mennced by tills grent war and prefer hoiding those securi- from Korth Carolina will find tbat on page 14858 of the llECORD. 
ties whicl.l are protected by a flag that at once represents power If tbere i.s a re;~l dem<md for this money, it is inconceh·•1ble to 
and peace and industrial anrl finnnciaJ integrity? Accordin;ly. me tbnt the nation11l b'nnks in these two g1:eat States will not, 
if \Ye do not shake tl1e confidenee in our own system inYestors when we har-e permitted tilem to use their ordinnry commercial 
abro;ld will nnturnlly prefer Americnn securities. But shake pur1er n ~eenrity, come to tile Treasm·y and get this money. 
confidence abroad in our system, adopt the policy that was sug- 1\Ir. 0\Enl!.AN. Will the Senator yield to rue? 
gested by a question H few moments ap;o of declaring a mora- 1\lr. nEED. f. yield. 
toriurn and other extreme rneasUTes,- and instantly this country, · l\Ir. OYER:\IAN. I think I can show the Senator from Mfs-
now in a condition of profounrt pence. will ha ,.e placed itself souri that under his statement, ndopting it ns true, and I think 
ur1on tile financial leYel of countries im·olYed in d~1dly wnr. it is true, it will be 1mpo sible for the State· banks of my State 

Senators ought not to wnnt tG introduce the· slighter element to get nny of tills money. 
of danger at this time of all times in tile history of the United 1\Ir. RE-En. I haYe no1! spnken of the State· bnnks. 
States, when we can best afford to move with care and caution. AlP. OVEit:\IAN. I menu, thHt! the' State bllnk will not reap 
This is the supreme m-oment. any benefit from this legislation. That is what I mean ... 
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Mr. REED. I am talking about--
1\.Ir. OVER~IA.1~. The Senator will understand me in a mo­

ment. 
Mr. REED. Yes. 
Mr. OVERMAN. The Senator read a statement yesterday 

showing that the South was entitled to $160,000,000 of this cur­
rency. He also showed that $250,000,000 had been taken out 
by the great cities. 

1\lr. REED. Oh, no; the Senator is mi taken. 
1\lr. 0\TERMAN. A large amount. How much was it? 
Mr. POl\IERENE. The amount is $150,000,000 altogether. 
Mr. REED. The Senator has the statement before him on 

page 14 58 of the RECORD. 
l\Ir. OVERMAN. One hundred and fifty-four million dollars? 
l\Ir. REED. Yes. 
:\fr. OVERl\IA.l~. In other words, most of this money has 

been taken out by the great cente1~s. 
l\lr. SHA.FROTH. The amount is $256,172,030. That is the 

total. 
l\Ir. REED. That is to-day, but the statement I have here, 

so that the RECORD will be clear, was of the 20th of August, I 
think. 

1\Ir. SHAFROTH. Of that New York City had $126,549,530. 
Mr. OVERMAN. Showing that the great ·New York City 

alone ·out of $250.000,000 got $126,000,000 in round numbers. 
Mr. REED. Will the Senator let me tell him why right now? 

It was for two reasons. First, of course, there was an unusual 
demand there, a pressure, but New York City banks had the 
bonds to put up. 

l\lr. OVERMAN. Exactly. 
Mr. REED. Now we propose to accept a class of securicy 

that your banks have and that the banks in my town have. 
l\Ir. OVERMAN. Only $8,000,000 have been taken out of 

$160,000,000 in the whole South. 
1\Ir. SHAFROTH. Oh, no, Mr. President. 
Mr. OVERMAN. That is the way I understand it. 
1\Ir. SHAFROTH. The :lmount which the Southern States 

have taken out is $125,163,258. 
1\Ir. OVERUAN. One hundred and twenty-five million dol­

Jars out of $256,000,000. 
Mr. SHAFROTH. Yes. 
Mr. OVERMAN. The point I am getting at is this: The Sen­

~tor said they take 2 per cent of this money to handle it, and 
they then pay a tax of 3 per cent. The national banks are 
taxed that money upon the security the Senator from Missouri 
talks about. That will make 5 per cent the actual cost. Is not 
that right? 

Mr. REED. My understanding is that that is approximately 
right. 

l\Ir. OVERMAN. That is, it costs a national bank 5 per cent 
to get this money. The national banks get it, and the State 
banks now want some of this money. They can not get it under 
this bill at less than 6 per cent unless you adopt the amend­
ment of the Sen a tor from Georgia. 

l\lr. POl\IERE.!.~E. l\Ir. President--
1\Ir. REED. In the 2 per cent that I spoke of as tlle cost 

was included the cost to the bank not only of getting the .money 
from the Government but of loaning the money and collecting 
the money back and handling the entire transaction. 

Mr. OYER::\IA..~ . Exactly, but it costs the national banks 
5 per cent to handle the money. 

Mr. PO::UERE ?\'E. If I ruay be permitted, the Senator said 
n moment ago that it would be impossible for State banks to 
get any of this money. 

l\Ir. OVER::\lAN. I am talking about my own State. 
l\Ir. PO~iERE)lE. If tlle banks in the Senator's State are 

yery anxious to have any of thi · money it is· a very easy matter 
for them to reincorporate under the national banking act. 

l\Ir. OVERMAN. You want to force the State banks in North 
Carolina to do that. There are three times as many State 
banks as there are national banks, and our people are proud of 
our State bank and in the panic when the national banks went 
to the wall there was not a State bank in my State that went 
down. We like our State banks. We do not want to be forced 
by the National Government to go into nntlonal banks. 

Where our State banks have $20,000,000 there are only $10,-
000,000 in the national banks. 

l\Ir. POMERENE. It is a question of the State banks asking 
for a privilege which belongs to the national banks. The na­
tional law has provided the terms and conditions upon which 
they may come in. If they desire to benefit their people and it 
that is the only way they can be any benefit to them, the door 
is open for them. 

Mr. OVERMAN. Yes; by becoming national banks, and they 
do not propose to do that. 

1\Ir. SMITH of Georgia. If the Senator from Ohio will allow 
me to reply, just for a moment, I will say that I am just as 
proud of our national banks in my State as I ani of our State 
banks. There are reasons why some of our big State banks, 
however, do not nationalize. They conduct a class of continued 
loans to farmers on real estate which they could not do under 
the provisions of the national banking law. They also extend 
larger credits to individual customers than the national-bank 
laws allow. 

Mr. POUERENEJ. The provisions of the Federal banking act 
in regard to farm loans, however, are very much more liberal 
than they formerly were. 

1\fr. SlliTH of Georgia. Oh, yes; we liberalized them very 
much under the Federal reserve act; and a number of our State 
banks, L know. are arranging within the next 12 months to ad­
just their system of loans to the new currency law. Then they 
expect to come into the Federal reserve system; but they can 
not nationalize at present on account of the character of securi­
ties which they hold and loans that they make. 

Mr. REED. What was the question which the Senator from 
North Carolina intended to ask me? 

Mr. OVERMAN. I have been trying to get at it, but I have 
been interrupted too frequently. My friend from Ohio [1\fr. 
PoMERENE] thinks this legislation is for the benefit of the banks 
and not for the benefit of the people. 

Mr. POMERENE. Mr. President, I am quite sure that the · 
proposition which is now pending before the Senate, and which 
is embraced within the Senator's own amendment, is wholly for 
the benefit of the bankers and not for the benefit of the people 
of his own State. 

1\lr. OVERMAN. The Senator says this propo ed legislation 
is for the benefit of the banks and not for the benefit of the 
people. I stand for the people in this matter, but I wish now 
to go on and ask my question. 

Mr. REED. I am waiting now to hear it. 
l\lr. OVERMAN. The Senator's statement was that it cost 2 

per cent to handle this money, and that the t..'lx is 3 per cent, 
which makes 5 per cent. The national bank gets it at 5 per 
cent; that is the amount it is taxed before it can use any of this 
currency at all. Then that leaves 1 per cent profit. If the 
State bank wants money from the national bank, and the 
national bank desires to grant the accommodation to the State 
bank, it will cost the national bank 2 per cent to handle it, and it 
will cost the State bank 1 per cent to handle it. That makes 6 
per cent, and the State bank could not loan it at all, because the 
legal rate of interest in my State is 6 per cent, and everything is 
forfeited if money is loaned at a greater rate of interest than 6 
per cent. So the State bank could not get _ any money, and, 
therefore, could not loan it, because it could not profitably loan 
it except at a higher interest rate than the legal rate. Is not 
that true, according to the Senator's own statement? 

Mr. REED. I ask the Senator from North Carolina if that 
is the question? 

Mr. OVERMAN. Yes; I ask it that is·not true? 
Mr. REED. I do not think that necessarily follows; but 

again I say I will join with the Senator from North Carolina 
now in his statement-not his argument, for his argument is all 
in favor of profits for the banks--

1\Ir. OVERMAN. Oh, not at all. 
:Mr. REED. In his statement that he stands with the people, 

and that he wants the people to have the benefit. I will get 
on that platform with the Senator and discuss this question 
from that phase. 

l\fr. OVERMAN. The Senator has already discussed it in 
the interest of the bankers. 

Mr. REED. I have not discussed it that way. 
:Mr. OVERMAN. But the Senator did admit that if the 

bankers got their money at 2 per cent they could loan it at 1 
per cent lower than they could if they pa id 3 per cent. 

l\Ir. REED. Mr. President, I have not made the statement 
which the Senator attributes to me. I have not discu sed this 
question from the standpoint of the interest of the banker. I 
have not said that this was for the purpose of benefiting the 
banker. I said distinctly, at least a half dozen time , until I 
was tired of hearing myself say it, that if I could carry thi 
currency to the people without the interposition of a banker at 
all I would do so. 

Mr. OVERMAN. The Senator did say that; but he said 
fm:ther. that the adoption of my amendment would be 1 per 
cent in the banker's pocket. · 

.Mr. REED. I did ay that as to the Senator' amendment; I 
say that is all there is in the Senator·s amendment. -
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Mr . .OVERMAN. The Sen::~tor :said it a -dozen times. 
Mr. REED. I did not understand the Senator to m~an that 

I was making that charge agaiust him. I thought he was mak­
ing it ~~ to me. 

1\Ir. PO~fETIENE. Mr. Pt•esident, it can hardly be ·said th'lt 
because the Senator from l\fjssouri is insisting oa b.anks pnying 
a t::r~ of 3 per cent interest instead of 2 per cent, therefore he 
is favoring the banks. 

Mr. OVERU.AN. We hnd that up and down. That is wh t 
I intended to say to the Senator, and -what the Senator stated 
a half dozen times. 

l\Ir. REED. As the Senator now makes the stntem.ent, and 
as I now understand it, there is no question between him -.and 1 
me at all. I have said th fl t his amendment is an amendment 
which wi11 increase the profits of the banks, and, in my opinion, 
will not do any good to the peop1e. 

The Senator comes to the question of the State banks g-etting , 
a benefit. We are not concerned .in benefiting the State banks-- ' 
that is my answer; we are not concerned in benefiting any 
bank; we are concerned in getting this money to the people; . 
and I assert thnt there is not a Sta ~e in this Union in which. if 
the national banks have plenty of money, .fi.n·mclal -conditions · 
wm not be easy. You can not, any of you, assert to the con­
trary. 

Mr. Sl\ITTH of Georgia. They would be easier or easy? 
Mr. REED. Thnt they would be easy. We have in my State 

o-rer 1,300 Stfl te banks and trust companies; we ba ve, if I re- , 
member aright. 315 national banks. I resene the right to 
amend tho~e .figures, ;for J: .am stating them from memory. I 
have labored assiduously to do everything within my limited 
powe1· to make it easy for State banl~s and trust companies to 
join the .Federal resene system. The law~and I am now 
speaking of the Federal reser-re act-contains provisions look­
ing to that end. an of which. I fa-rored along with other mem­
bers of the committee and the Sena-te. 

I drew the little amendment wbicb appears at the -end ef the 
law of August 4. permitting Stnte banks to come into the system. 
The amendment was offered in the House of llepresentati-res, 
but it happens that I drew it; after some conference it was taken 
o-rer there, and I think it was passed as 1 drew it. So 1 am 
not trying to fight the State banks :md trust companies; for 
this moment I am llrguing the narrow que~tion of :whether if 
we carry this plan through . .so that the national banks get the 
benefit. the people will also get the advantage of the better 
financial conditions. 

I a1tirrn that if all the national bnnks in roy State have plenty 
of mom~y there will ,be no great difficulty in getting along, and 
if a ll the n:ttional banks of Georgia or North Carotin~ have 
plenty of money there will be no great difficulty in getting 
n1ong·, even if .the State banks and t1·ust .companies .do not get 
any from the national banks; but I do not think that it fol­
lows at all that a nlltional .bank .may not "be .able to accommo­
date a State bank, assuming the correctness of the .nmtbemutics 
of my friend from North Carolina in his interrogatory to 
myself. 

You start wHh the proposition that the -Government is to ob­
ta in 3 per cent tax ·and thnt it costs a bank 2 ·Per cent to 
gather its securities together, to secure 011 them tlle ,emergency 
currency. lonn that currency to its custemers, coliec.t the notes 
of the c-ustomers, ·g:1tber up the emergenL'Y money .or its equn·a­
lent, cHrry it to ·washington. and close .the trnnsaetion. We 
are assuming that that costs 2 per cent. As I stated when I 
used that term. I "hHd heard that estimate made·; I do 110t 
voueh for its necm·acy, but let us assume it to be tl:ue. · That 
iEl a totH I of 5 per cent. 

It does not follow at a11 thnt a ilank .eutild not afford ·to loan 
some money to a perfectly stable nnfl sound State hnnl;: or 
trust company upon thnt mnrg-in. lnd.;>ed, 1 think ·the differ­
ence between 5 mul 0 11er cent is sufficient margin, ·becausE> it 
does not tnke the whole 2 per cent in tbnt e,·ent to co,·er the 
expense. It is a ,·ery different .thing for .n bnnk to take ·$100,000 
of money nnd loan it to a sister ·bank fr-om what it is to loan 
it out to twenty or thirty or 11 .hundred or fi'~e hundred cus­
tomers and collect it. 
· 1\Ir. OVERMA.N. llight there, 1\Ir. President, I wish to say 
the Senator is ~etting to t11E' iclea that I intended to convey to 
him: thnt is. tlwt the mrtionnl bank can ::tfford to loan this 
mo11ey at 6 per cE>nt. I ngree to thnt. Now, the 'State bank 
h11s got to loan th:1t ·monE-y and -get something for its trouble. 

1\lr. nEED. The .Senator did not ·Umlet•stnnd me. I claim · 
that the nntiona1 .bank, ·p:tyin,!!: the GoYernmE'nt 3 per cent. can 
loan the money to a ·State b<mk at less th11n .6 per cent. It 
does u(Jt in that case cost ·the s11rne -ameunt to handl-e that loan, 
and there is a 1 per cent mar-gin in any e:vent. 

Mr. OVERMAN. .1\Ir. President, I have beard it stnted, just 
as the Senator has said, that it costs 2 per cent to handle ills 
money. 

_Mr. SMITH ,of Georgia~ But, Mr. President, if the Senator 
will aJl(}w me to interrupt him--

The PRESIDING OFFICER .(l\Ir. WEST in the chair). Does 
the Senator from Missouri yield to the Senator ,from Georgia.? . 

Mr . .REED. I do. 
Mr. S~llTH of cGeor·gia. If we now j)Ut into .s,uccinct law .the 

·provision that the Senator himself drew, it will not be neces­
sary for State banks to borrow from the national banks; and 
I want to supplement his argument with that thought. 

l\1r. REED. Mr. President, I understand the nature of the 
Senator's suggestion, and I can not help but appreciate-! do 
not want to say the cunning, .because I would not attribute that 
to the Senator-but the -rery shrewd way in which he puts .it. 
When we come to that question I shall deal with the Senator 
and the Senate with -rery grea:t frankness, but just at present 
we are .discussing the .question of the interest rate. Now, let us 
lo-ok at this matter frankly and fairly. 

Let us assume that the State banks and trust companies in 
some instances might not get this money · from the national 
banks, so much the moTe reason for them to join the system. 
They are not obliged to surrender their State charters to join, 
but they are obliged, if they do come in, to submit at least to an 
inspection and to the regulations that may be prescribed by the 
Federal ReseiTe Board. 

Mr. OVER}-fAN. The Senator does not intend to force them 
into the nntional system; but bas it not been the policy of this 
GoYernment to try by every manner of means to force the State 
banks to come ·in, and was not .this rate put at 3 per cent in 
order to exert pressure .on the State banks to get them to <>.orne 
into the system"? · 

1\Ir. REED. Nobody thought .of the State banks when 3 per 
c.ent wH s fixed. 

.Mr. SHAFROTH. 1\fl'. President--
The PRESIDI!\G OFFICER. Does the Senator :from J\fjs­

souri _yield to the .Senator from Colorado? 
1\Ir. REED. I yield. 
Mr. SHAFROTH. 'Mr. President, the original rate was '5 

per cent, and it applied only to the national banks. The reiuc­
tion wa.;; made to 3 per cent without modifying the law in ·•·ela­
tion to State ·banks at all; and consequently it applies on~y to 
national banks. 

Mr. OVERMAN. Is not the opposition to the reduction of the 
rate bnsed on the idea of fo.rcing the State banks into tbe Fed­
eral system.! 

.Mr. SH.A.FROTH. No, Mr. President; the power of this Gov­
ernment is .snch that, if it wnnted to -do so, it could force th~ 
Stn te ·banks now to come into t his system. 

i\Ir. OVER:\IA...~. How? 
i\Ir. SHAFROTH. The Go-rernment .could do so by 'laws. just 

as they put a 10 per· cent penalty on the Stl'lte bank-note issues. 
Mr. OVERMAN. I do not know bow they would by law force 

State 1>nnks to come into the reserT"e system. 
Mr. SHAFROTH. A great many persons thought that it 

could .be done, although it was not expedient to attempt to do it. 
Mr. REED. Now, l\1r. Pre8'ident, we h:lYe discussed e-rery­

thing except the question: let us discuss the question. rrllere 
has been no attempt to coerce State banks and trust companies, 
bnt if ·there hnd been. it would ba,·e nothing to do with this 
interest rate. If the State banks and trust companies want to 
come into this system. they cnn come in to-morrow. I bnYe 
,·oted for the proposition to allow a State bank to come in with 
only $15.000 in capital. ~md a bil1 which has ·been reported here 
following the hill now under consi!lerntion permits -them to come 
in with only $15.000 of enpitnl, proYided thnt within 18 months 
they will bring their capitnl np to the minimum for ·national 
bmtl.:s, to uit. $!!fi,OOO. Iuste:td of har<'lsbips being put upon 
Stnte h:mks nnd trust compnnies. e-rery effort has been mnde to 
hel11; but now iu tllis hour when they are coming to the Ferleral 
Go,·ernmeut, under u·hose lnws tlley hnYe scorned to org;lni~e, 
askiug for help, it comes with a poor grace for them to compla-in 
thnt they are simply put upon the same bnsis ns a national 
bank. The door is wide open, and they are im·ited to join the 
system, nnd I :un In fa-ror of mnking th~ ·system strong by 
brin~ing in all the solYent banks of the country, not by coercion 
but by inducement. 

But. Mr. Pr-esident, ·as has been well said by the Senator from 
Colorndo, u·ben the 3 per cent tnx was Eettled upon no .one 
dreamed ()f ·the Stnte banks or thought of them. It was pro­
posed to reduce the amount from 5 per cent to 3 per cent in 
o-rder to mnke it profitn ble to tn ke out this .currency to -a limi.t-ed 
amount. Stm.·-ting at a per -cent, a:nd a.dding the -cost ·Of getting 
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the money out, imposed such a burden that the banks did not 
avail theniseh·es of the privilege afforded ·by the law. We then 
proceeded a step further, .or are trying tq proce~ a ste.Q further, 
rind propose to allow · the banks to use their commercial paper 
instead of bonds. The only difference is that the Senator wants 
to take one additional step more, and I think that it is unwise 
to do so; I think "it is unwise for all the reasons which I have 
offered. We ought not to let too great an amount _of this cur­
rency out. I would feel more lili:e letting it out if the benefits 
could go to the people; and yet everybody who has studied 
financial problems at all knows that you can make money so 
cheap that it is not worth anything. 

~Ir. SMITH of Georgia. Mr. President--
Mr. llEED. I yield to the Senator from Georgia. 
Mr. S:~HTH of Georgia. Mr. President, I merely want to 

say to the Senator that if we can feel any assurance that we 
will ha-ve the support of himself and the committee in an effort 
to give the State banks the opportunity of coming in, I think 
the sentiment would be almost tmanimous in favor of sustain­
ing the Senator's Yiew as to the 3 per cent rate. 

Mr. REED. Enable the State banks to come into .the Federal 
s:rstem? 

Mr. S~IITH of Georgia. To enable them to take advantage 
of the Aldrich-Vreeland Act upon the lines of the amendment 
which the Senator himself has heretofore presented. I under­
stand that the difficulty about it then was that the department 
was advised that the language was not sufficiently specific to 
relieve the notes of the State banks from the 10 per cent tax. 
The little nmendment which I am going to present in a few 
moments follows the line of the amendment of the Senator 
from Mis ouri and specifically declaTes that these notes are not 
to be subject to that 10 per cent tax. If we could get that­
and I do not see any objection to it-I would rather reduce 
the per cent of currency that the national banks may rec.-.:i-ve, 
if.it is feared that there is going to be too much issued, and let 
the State banks share the privileo-e, too, because that will carry 
the currency, in my judgment. to the people. 

I do not mean that there is not a benefit from the currency 
that you let the national banks have; I do not mean to say that, 
I did not mean to say that before; but they finance more gen­
erally -very large enterprises; they finance our big oil mills, our 
big cotton factories, our big mercantile transactions, while the 
Stnte banks are largely connected with the agricultural inter­
ests,- because the State banks have unlimited power to take 
mortgages, and they frequently loan mouey on mortgages. Of 
cour e, the new currency law liberalizes that feature, and some 
of the largest of our State banks assure me that they are ar­
rJ.nging their business just as soon as possible to close out the 
class of assets that are not recognized under our Federal re­
serve system and come into the Federal reserve system; but 
they do need this relief now, and they need it very much. It 
will carry the monev to the people, and I hope the Senator will 
help us in that effort. 

Mr. REED. Mr. President, does the Senator think that a 
perfectly solvent State bank or trust company in the city of 
.. .Hlanta, desiring some money and having good security, could 
not go to the national bank with which it has been constantly 
tloing business and obtain the accommodation? 

Mr. S.JHTH of Georgia. I know that the national banks in 
Atlanta have been utilizing all their extra currency for the 
henefit of their regula r correspondents and their large clients. 
I know that a number of our large State banks, some with 
capital and surplu us much as a mill ion dollars and others 
\\ith $250,000 or $300,000 capital, ha-ve not been in the habit 
of doing business with Atlanta national banks at all. They 
have never borrowed from them; they could probably get some 
money from them if they had plenty of it, but they would ha-ve 
to pay a higher rn te than they ought to pay for it. I think 
they ought to be admitted to the issue of emergency currency 
on the same basis a national banks. 

Mr. REED. Without coming into the sy tern? 
.Mr. S:~liTH of Georgia . This bi_ll does not relate to Federal 

reser-ve lllouey at all; it rela tes to .A ld.rich-Vreeland emergency 
currency, to the prinlege which national banks have under 
that act of issuing their own notes. · 

~lr. REED. What assurance has the Government when it 
is ues this money to these banks that they are sol-.;ent? What 
doeN it know about them? llow can · it know an_ything about 
them? I want to ay this in advance, that the policy has been, 
and the policy now is, not to issue these notes to individual 
banks, but to currency a sociations. 

l\lr. SMITH of Georgia. The State banks will have to join 
the currency association in their State; they will have to come_ 
into that currency as ociation. 

~~r. P OMERENE. Mr. President, may I ask the Senator 
what authority would the State banks now have to join a cur­
rency association? Would not an enabling act from the State 
legislature b~ required? : 

Mr. SMITH of Georgia. It would not. There is not a State 
bank in my State covered by the amendment that could not join 
a currency association at once. 

Mr. POUEREI\TE. If that is true­
Mr. S:MITH of Georgia. That is true. 
l\fr. POl\IERENE. There must be some special pronswn in 

your code which authorizes them to do so. Ordinarily a State 
bank would be acting ultra· vires if it attempted to join such an 
association. 

Mr. SMITH of Georgia. The law of the • tate of Georgia 
authorizes-the State banks· to comply with any national regula-­
tion applicable to the issue of currency, and gene_rally gives 
them the authority to do so. ·So far as my State is concerned, 
that right exists clearly. The State banks would be compelled 
to come into the local currency association, the securities they 
put up would be subjected to scrutiny, and the whole of the 
currency association would become liable for every note any one 
of the State banks receives. The notes would be just as good 
as any issued to any bank in a currency association, because 
each bank would be liable. I personally know tha t the commit­
tee of the currency association of Atlanta is exceedingly careful 
about what kind of paper it passes, and it turns down a great 
deal of it. 

1\fr. REED. That, of course, is the next question that will 
confront us. ~Iy desire now is to settle one ·matter at a time. 
The two are not intermingled in any way, not related in any 
way. I rose to speak about 10 minutes, and I could have stated 
my views in that tiJ;ne if I had not been interrupted, but we 
got into a general running deb!lte, which may or may not ha-ve 
done some good. 

I repeat that the members of the Federal Reserve Board 
after due consideration think tha t 3 per cent is the correct rate; 
indeed, some of them have stated that it is possibly too low; 
that there is some danger of so much of thi money being is ued 
that it will embarrass us in the organization of the Federa l 
reserYe banks. I regret that we could not have pas ed this 
bill without much discussion. However, discu ion is al"ays 
illuminating, and we seem to have the whole summer before u . 

Mr. President, if no one else desires to speak I calf for the 
question. · 

Mr. BURTON. l\fr. President, this question has already been 
debated at considerable length, and it is with some reluctance 
that I protract the discussion or say anything which ·hall be 
interpreted as placing me in opposition to rendering a benefit 
to the very important cotton industry; but it does seem to me 
that the Senate fai ls to realize the danger of a redundant cur­
rency, which is threatened by some of th-ese pending proPosi­
tions. A -very simple bill was introduced here to change the 
law with reference to the amount of circulating notes depend­
ing upon commercial paper issued under the Aldrich-Vreeland · 
Act. The original provision of the law was: 

Thnt no national banking association shall be authorized in any event . 
to issue circulating notes based on commercial paper in excess of 30 
per cent of its unimpaired capital and surplus. 

In the same statute there was a provision-
That the total amount of circulating notes out tanding of any 

national banking association ° • 0 shall not at any time exceed 
the amount of its unimpaired capital and surplus. 

An amendment to the law has already been auopted by which 
circulating notes may be_ issued to the amount of 125 per cent 
of the capital and surplus. This amendment contemplated 
tha t the riotes might still be issued upon two cla ses of se­
curities, namely, commercial paper and bond , but the quantity 
which could be issued against commercial paper remained at 
30 per cent. 

This pending bill, which was the original measure before us 
at the beginning of the discu sion, sought to raise the limit from 
30 to 75 per cent. An amendment was propo ed making the 
percentage 80 per cent. It seems to me 80 per cent is too high. 
The Senate has already Yoted on this propo ition making 
the proportion of capital and surplus which may be is ned 
upon commercial paper 75 per cent, although it i evident that 
ome legislation of that kind ought to be adopted providing 

for a larger quantity of commercial paper as ecurity for notes, 
because otherwise the benefit · of the act woulu accrue to the 
larger ba nks and banking institutions l ocn ted iu the more ad-­
vanced and wealthy localitie , since such banks are able to 
carry a large amount of bonds. Coruruensura te benefits would 
be denied to the smaller banks in the agricultural regions of 
the co.tintry unles~ they wer~ authorized to utilize their com­
mercial paper to a larger· extent. 

\ 
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, The pending proposition · is to· dinlliiish the rate of tilterest the Civil War and later,· though I trust it. 'may not be · as bad 
o~· t~x . wpich banks must PI:\Y . uppn i~siies ot. furr~cy f~oin 3 as that. · ' 
per cent to '2-per cent ·per annum for the first three month~. ·. Mr. _President, it ha~ been very_ ably argued by the~ Senator 
I think" the: fmidamental errors of thls pro-posl,tion :ind of from North Carolina and others that' there ouglit to be no tax 
many Of th'ose 'n<)w proposed. ariSe from . an e;x~aggera~io~ ot the _on these notes when they are first issued. : . . 
usefulness of the ·mere issuance -of paper currency. · ; · · -· ' Mr. OVERMAN: Mr. President; if the Senator will yield .to 
· The q_tiantf~ _ of paper c~rreticy'' whic~ ~ajl· be:t~~yed and sue. me, I did not say that. I said ·for the first three months. · 
cessfully :utihzed ~ust alway~ depend upon ava1lab_le capital · Mr. BURTON.- I thought I said "when they are first issued," 
and tfpoJ?. tlie 'c(!ildition of crediC It goes - w~thout B::lying that and I believe I did so ·state.' ·For the first three months, then~ 
paper nofes ~do not add to the wealth of the world;_ they odo Now; as a l>road economic principle I will concede that ·it is 
not atld 'to' the fa'cilities ·for business except in ca·ses wbe~e th~ hardly logical to impose a ·tax or rate of interest on circulating 
quantity of the instruments of_ ex<;!bange is reduced by boarding notes. -: G_enerally speaking, if you · baye a permanent system 
or by qther ex~eptional conditions. · · . _ under wbicli bail.k'nofes· are issued,. the amount or thaf tax ·faUs 

The· conditions which ha·re- been described in regard to th~ upon tlie borh:iwer. and proportionately_ raises rates of· interest; 
cotton trade, much as we deplore them, emphasize the fact that but let us examine for a minute the difference between the gen~ 
the crop is 'no(n9w' SQ available as it hasbee'n in o~er, year~. eral principles which have been' accepted: and the present prob­
Tber'e' is' a wide · dfft'erence· between the utilization ' of a com- Jem preS(l.nted · by this ·· emergency acL Let us, for ·instance, 
modity as a bas.i~ for c.redlt or · i_n,dlrectly for circu.lating 'notes compare the bank notes which are to be iSsued under the ·au­
when' it can be·readify disposed of, ori the one hand, and· on the tbority of the Federal Reserve Board with the Aldrich-Vreeland 
other hand,' when its sale must be long postponed no matter notes. . . . . :_. · 
liow great its i'nti:lnsic value ·· may be. · It is- cre'dif that is r~ . Every dollar of the pro'posed Federal reserve notes must lie 
quired, or' the· e~te~ion of cre9it, to _tide over the cot~on pro: represented . by. ·commerCial paper,- but~ in "addition, a~ gold re­
ducer du'ririg this .tlme of slackened sale, rather than _the issue serve of ·40 per · cent must be maintained against tbose ·notes. 
of the "additional money. · . . . . . 1 . . Whenever the note Of ·any one ·of .the Federal reserve banks is 

I dQ not 'deny that some quantity of paper money __ in a.d~t~otl. presented, though· first paid at the National Treasury or by 
to th.at now aYailable would be useful;· but. that. . after an,· is another Fe~eral reserve b;rnk, it· must b'e _immediately paid for 
not a :Pa~aGea which will remedy this "situation~·:. WErffi:ust ~<?m~ in gold by tue Federal reserve bank issuing it; and so under 
to this ·fundamental principle: The issuance of papermo.ney .is any rational system and under · any sound and stable financial 
a most important function. , No institution ought to be ·allowed system -whenever . a .·piece ·of paper money is issued there must 
to issue · it except under the very strictest regul.atiops. We be available at the bank or institutfon which issues ·it enough 
passed · _th~s emergency act in 1908 for a 8pecial purpose and to gold for its immediate redemption. 
meet un\1sual conditions; but from the proposjtions peQding Tb~t is ~ot the_ ~a~e with. tl:!~se notes. There is simply a 
now in the . Senate it apparently is expected this will . becom~ small reserve put up against them. Primarily, the burden of 
part of the permanent curre_n~y policy of the country. It bas their redemption is. carried . by the· Government of the United 
been said to.'day that it is expected the operation o:f ttie Aldrich: States. Most fortunately, I think, we are seeking to supersede 
Vreeland Act will be extended after June 30 next. Mr. Presi- this long-existiiig custom, under· which those . who lssue paper 
dent, 1 sincerely hope that tb:;tt will not be done. money do not have the . responslbllity of maintainiiig gold re~ 

Mr. Sl\IITH of Georgia. Mr. President, will the Senator demptlon, by ·one in which prompt redemption must be m:1de~ 
mention by whom that iS· claimed?. But in such a caSe as this, under the Aldrich-Vreeland law, it is 

Mr. BuRTON. The Senator from Utah [Mr. SMoOT] _ was absolutely essential that a tax be levied in order to prevent in~ 
one, and r thought one or two others. . fiation: · It is just to the people as well, because the institution 

1\lr. sMITH of Georgia. Did he mention it with approval, that issues the paper money has an exceedingly valuable privl:-
witb the idea that he desired it 1 ~ege. One question Jlas been much discussed-who would get 

)fr. BURTON. I so understood him. ; the benefit of tliis p·roposed lowering of the tax from 3 per cent · 
· · to 2 per cent? ' , . 

After p_rolonged considera~on we have recently fra~ed a . Mr. · President, if the Aldrich-Vreeland Act were tlie perma· 
Federal reserve act which provides a curreltcy· system for this nent system for · the issuance of paper inoney, if the borrowing 
country. We ought to rely upon it.- If it is faulty, let us and lending of money should be adjusted· to it, it may be con· 
remedy it; -but let .~ not depend for our curr~ncy supply on any ceded thaf probably . the .borrower would get the . benefit of t~~ 
mere makeshift. · ' · lower rate of interest; but these notes are t9 be lss_ued for a 

I · related yesterday at some le.qgth the · original , inte~tlon few months at most and under exceptional condftions, and is it · 
in the passage of the· Aldrich-Vreeland Act. It was never in- not inevitable that the· banks will get the bene.fit ·of'the lowering 
tended : tba t · any money should be.· ·issued . under -it to. meet the of the rate from 3 to 2 per · c·ent? The ·resources 'pf . the · banks 
otdinary commercial conditions in the country. Nor was it ever would be of· a varied nature. Part of them would be derived 
intended that this currency should remain out except ·for a few from these bills, part from deposits, p:ut from tpeir c~pital and 
months; but now, it seems, we are to pass by our gold currency, , surplus, part possibly froll_l loans of money which they contract 
our sih·er currency, our currency um.der the Federal reserve act, to be reloaned to . their customers. · . · -. 
nnd have still another variety, · and that as a .permanent part ·- It is probable that the banks 'will select out this fraction of 
of our circulation. their res.)urces and lend that at a lower rate than the rest'"or 

Mr. President, the chancteristic feature of our. currency sys- dete-rmine from · it their terrris to b·o.rrowers? Is it ,probable 
tern to-day is its motley ·character . . We 1Ja,ve gol(l; we . have that the _general conditions which settle the rates of interest 
gold cei·tiflcates; we have silver dollars; we have sllver- cer- in this . whale country, with · its enormous m,ass of discounts~ 
tipcates; ' we· have greenbacks, aggregating ·about $346.00o,ooo: will be so aft'ected that thebanks will grant lower rat_e~ , because 
but which are supported by a gold .resene of '$150.000,000; we of the trivial reduction .from 3 to 2 per cent · on this compara­
have the national-bank currency, amounting to $S99,000,000, ac- tively small proportion of their reSources? ' It is trivial, so far 
cording- to -the last sqttement; ·we have . still outstanding some iis affecting rates of interest is concerned. but it is by no means 
of the currency certifi:cates issued -Under .the act of 1890, pro- trhial as· far as the profit of the individual bank il:3 concei;n·e.t. 
viding -.for the purchase of . silver. bullion. Of . these -last-men- By making a deposit of 5 or 1.0 per cent· as. a rede~ptton _ fund . 
ttoned notes there are outstanding only a . small quantity;· it is a bank can obtain the privilege of issuing paper inoney, bor­
true, but they still constitute one variety of our currency . . We rowing-for that is wh~t-_it is-at a rate of interest o·f 2 per 
already have out, according to some·estimates, two hundred and cent .for the first three months. l must insist that thls i.s giving 
fifty millions of ·currency under this.emergency act. That. makes too great a privilege to tlie banking .institutions of t~is .·couritry. 
eight kinds or .types, and-just as SOQil as the Federal reserve act The- right to issue paper ·currency: under normal -rules should 
is in operation we shall have a ninth class of currency. be attended -by the. maintenance-of an a_mple supply _of __ gold. for 

Mr. President, · no other country in the world bas such a redemption. No such responsibility is imposed by this act. · 
variegated system of money as that, and it is in every way an · ·Mr. SHAFROTH.· Mr. President-- . 
undesirable and disadvantageous system. I hope that. w.hen the · The VICE .PRESIDENT. Does the Senator from Ohio yield 
1st of July of next year comes these emergency notes will be to the Senator from · Colorado? · · 
superseded by other vnrieties of cmrrericy. If not, '1 am in- Mr.- BURTON-.· - I do.-- .. ,. - ·. · 
cllned to think they will be a menace .. to our whole financial 1\Ir. SHAFRO.TI:I. . I take it from the remarks of the -Senator .. 
system. T~ey will. raise prices . . though. they may: temporarily that be agrees :With me ·tn the ·proposition: that if this: rate·,of 
lower rates of interest; great diffieulty will be· encountered in inter~t -is·- reduced . from.'3 per cent to 2 ~ per . cent, .nearly all 

. providing -for their-redemption; and we shall- have a condHion ot .¢e -D;loney= wbieh . can be is8ued ... Quder the Aldrich-Vreeland 
akin to that -when the greenbacks _ were in cltculatlon during Act \vi1.l - be .J~ed · all!IQS~ immediately? 

LI-939 
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~It·. BURTON. -Certain1y. • If -the hanks ean .bon.ow money 
at 2 per cent they certainly are not going to pay 3, 4, 5, Qr G 
pet• cent. 
- ~·. SHA.FROTH. Yes .. Now, that being ·the case.; I want 
to call -the attention of th-e Senator -to another danger that 
exists in having all of this money GUt for any great length of 
~~ . . 

Under the Aldrich~Vrooland Act this .money can not act as 
resen·e money, .and c<lnsequently it will ad almost exactly in 
the same way as a national-bank currency~ , 1lle banks, when 
they get it, will not put it in their resen.es, because they ean 
not use it for reserve money. If it comes to the banks, and they 
-can not issue _it to th-e people, they will send it here to Wash~ 

· ington for redemption in gold; and that .of necessity will make 
a strain upon the gold we Jiave. Inasmuch _as the GovernmentS 
of -Europe have now made perhaps the most severe strain ,on 
gold that the country has ever known, it is not wise to have .all 
.of this money out in circulation~ and if there is a great quan­
tity out it <>ught to be out .as sho:ct a time as it reasonably ,can 
be, and ought to be accompanied with penalties that will bring 
about its retirement. . 
- .Mr. BURTON. Certainly; the fact that ·it is rin circulation 
for a long time, or in circulation at an, wi11 not only .affect the 
gold_ supply : of the country, . but, as the cheaper ·money .dril'es 
out the· dearer~ it will' have the further tendency to drive .our 
gold abro:;td, especially in view of the great demand now exist­
ing in Europe. ; 

Mr. OVERMAN. ~Ir. Pre&ident, will the Senato1· ·yield to me? 
Mr. BURTON. Certainly. - ~ ' 
Ir . .OVER.l\.JAN. Do I understand the Senator to argue that 

there is safety in 3 per cent and ealamity in 2 _per cent? 
1\Ir. BUR~N. I have already' expressed ' myself upon that 

·subject. I think 3 per cent -is too low. -
Mr. · OVERMAN. The difference in degree· between 3 per cent 

nnd 2 per cent-a difference of 1 pe:r ·cent...:......will .IJ,lake calamity 
iu this country? Can the Senator tell me -why they fixed it at 
3 ver cent? · ' 

1\Ir. BURTON: I did not ad1ocate 3 per cent' myseli To my 
mind, 3 per cent was bad, but 2 per cent is "Very much woi:'se, 
and we ought not to proceed farther along a wrong road. 

.Mr. OVER~!L"N'. The Senator thinks it would be better to 
leave it .at 5 per eent? · , 

Mr. BURTON. I believe some -one nsked me a .question about 
that yestm:day. So far as. providing for the shuatiqn caused 
by the organization -of the Federal reserve banks is concern~d; 
U it were limited to that, I think :3 per cent would .be a fai.r 
and groper rate. But the troubl_e is that, as I unde1·sta;nd the 
.Senator from N~rth Oarolinn and th.ose who are with him in 
this contention, they are seeking to make. use of this emergency­
currency bi~ whi,ch never w~s intenQ.ed. for ~.Ything except .a 

_ seyer~ stresfl in the .country, t~ provjde a means fo.r supplying 
money or circulating notes for the ordinary operations .of trade. 

.Mr. OVER.l\IAN. I agree with the Senator . that when the 
currency .association gets in working order this bill ought to 
die, and it will die in 15 months;· but the SenatOr does not 
appreciate-and he can not appreciate unless he should be l;lown 
there in North Carolina or in Georgia and the South-our 
condition. · · -

The State banks have discounted aii of their paper in New 
'I'ork to get money to run the>e farmers, to furnish the ·sup­
plies, to buy fertilizer, ~d ·so on,_ expecting, wh~n tpe e~tton 
w;ts -gathere<}, that they wonld take the cotton u_p and .sell it 
and pay the bank, and the bank wonld pay New York, and :they 
would haTe plenty of money, ·As it is, they can not sell the 

. eotton for any Jlrice whatever now, .and here they are. rhe 
farmer can not get any money. The bank can not- get any 
money from New York, because its paper is already -4isco~ted 
np there. The basis of credit, if the rul4lg is adhere-d to, is 
the cotton it elf-the cotton certificate, upon which the. money 
is issued. _ If the farmer C!ln get that, then be -can pay his 
debts. He can pay his debt to the mereh~t. He can have tJle 
cotton picked out. They can not pick out the cotton n~w~ " It is 
i.n the fields. As the Senator from Georgi{l says, it is rotting 
in th~ fields because they can not get tbeir money, and the 
banks can not let them have it. They_ are perfectly solvent. 
They h::n:-e the land, and they -eould give a mortgage and · get 
the money if it were there, but it is not there. Tbis is an 
emergency that has arisen, and we want to let them have the 
money as cheaply as possible. ·_ -

As I ·say, ·the rate in TIJY State is 6 per cent. When you · get 
' this money ba-ck to the national bank it costs 5 per cent. and 
1 

the n-ational bank will loan it to the Stat~ bank, say, for 6 
per cent. The State ba$, then, will g_~t. ·.nothing. 1t · J~ . :too 
costly. You loan out the Government funds at 2 per cent •. -; That 

.f.B what you ru·e doing1lll the time.- W.lly·should you· make them 
pay 3 ;per cent for this? _ . ·. 

Mr. BURTON. Mr. President, it seems to me the vital olr 
jection to the argument of the Senator from · North Carolina is 
ijlis: What .he really advocates, that in which he seems-to be­
liel'e, is that whenev.er the operations of trade ' are - clogg~ 
whenever there is a deficiency of commodities or resources 
readily available, JTOU can cure that situa,tion by the issuance 
-of paper money. But you can not do it You must have com­
modities which are available to command -gold {)r short-time 
credit. Ther-e is a :vitaJ . difference between short-time and 
long-time credits. . 

1\fr. SMITH of Georgia. lli. President~- -. 
_ Th~ VICE _PRESIDENT. Does the Senator from Ohio yield 
to the Senator from Georgia.? . . 

lUr. BURTON. In just a moment. In-, a very importa.nt 
sense the condition created by this slackened _ demand for cot­
ton is .a change from short-time operatioqs, from commodities 1 

rea~Hy _ availabl~, to those w~ich ru·e not readily available, and 
~l~n which Fealization must b~ postponed for a. considerable 
time. That is the real substance~ of the situation. Now. it is 
impossible for you to cure that by simply issuing -paper money. 
. Ur . . SMITH Qf Georgia. But, Mr . . President, ~ was just go­
mg to ask the Senator' if be did not think .. this might be true­
,that the putting out of n4<¥tional C).IITency to ~able these , p~o­
ple to carry themselves tor a . f~w months, so . as to pr vent the 
sacrifice of their_ product, ,_..IDlgQ.t be 'sound, tliat, product being 
one which we know the world will demand, which we know is 
necessary to clothe ·tlJ_e world; and which we· know must hav·e-a 
_:eermanent value in' · e.xces~, of the cost . to .- produce it; and 
~hether it would not be .a sound policy_ to facilitate the pro­
ducers 'of this commodi_ty ill; 1wl~ng . it temporarily, meeting 
their immediate wants, and avoiding fi..Qanci~l ruin by the· .sale 
of their p1·oduct at one-third, Je::;~ . thEm 1t cost them to produce 
it, when that product eventually m~st sell on the market for 
more than it cost to produce it? ls ··not that an unusual sitUa-
tion? · · · 

1\fr. BURTON. It is an 'Q..llusnal situation. 
- Mr. SMITH of Georgia. Is not · that an unusual situation 
that justifies a somewhat unusual line of procedure? Th:it is 
the_ view I have of it. : ·. ·· · · 

Mr. BURTON. About the laSt ·statement I am not so sure. 
1-am willing to strain any 'point within' reasonable iimit~ to 
reliele that situation; but I do no'r believe tlie Sen a tor from 
Georgia will differ· from . me -when f . malie the assertion that 
any monetary' system has broken down which bas provided as 
the redemption fund for paper nioney something upori which 
realization ' is a long time postponed. . 
'"Mortgage notes have been tried. Land warrants and various 

comJ;Uodities have been · fried~ ·· Of course, the clas'sic example ·iS 
the case· of the enormous ' qru:i.ntity of land In France that was 
made available· as the ba,si~;~ tor the issuance of currency, the 
so-called assignat.S: It has· been universally found to be true 
that you ·can not issue a oo1md paper currency unless there is 
some means for its prompt, immediate red~ption. That in~s 
either gold or some commodity that can be readily tui'lled irl.to 
gold: YOQ. ,can not issue it on cotton, upon . which there can 'be 
n<> Tealizatfon · for a year or two. You can ri.ot issue it on mort­
gages,' although you haye 'the soil, the rund=!me~tal type of 
property, as its _basis, because yo_u <!an .not immediately_ sell the 
secm::ity or property and realize upon it. 

Mr. SMITH of Georgia. I want to say to tP.e. Senator that 
it has not been my view that .the bankers who would let this 
money out on the cotton would let it out on a basis beyond what 
it would sell for instaij.tly:. 'rhe deman-d reilly has been for a 
mere small advance of money-$10 or. $15 a. ba1e-for .cotton 
which 60 days ago would have _.59ld for· $7_5 a _bale. That is 
an that the bankers _who are securing the IQOney· are advanc­
ing to the farmers on their cotton_:_just a small ~um. 

1\Ir. BURTON. But if the basis is what the cotton P,l ell 
for immediately, what ne~d - is there for a(lqitional issue of 
currency? Bow is jt distinguished from t;p.e ordinacy ca e 
,,r.hen conditions were normal and yo1,1 were able to <Itspose of it 
readily? · . 

Mr. .SMITH of Georgia. For the reason that the bankers 
doing this peculiar line <lf fall . ettling busine s are not them­
selves in a position to go a~~oad and enlarge their c11rrency at 
their own banks. .. 

Mr. BURTON. If that be true, it eems· to me that the differ­
ence is a vital one from thaf which has ordinarily .existed, aM• 
that yon are seeking to base your currency, your ~xtensipn of ­
credit, on commodities which do rrof have ·a ready sale. Now, 
for instance, loans ot money on mortgages, to which I hav.e 
already referred. .As· the Senator from Georgia .. very well 
knows, these have been made the basis for circulating note in 
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quite a number of States. Those mortgages were taken at, say; 
40 or GO per cent of the value of the la,.nd; but the land could 
not be sold immediately and turned into. money, and hence in 
time of stress the banks fell like a house of cards. 

·Mr. SMITH of Georgia. If the Senator will pardon me, in a 
few months' time, when this cotton which is not sold is put in 
the. warehouses and warehouse certificates are issued, then you 
will ha>e a basis for an immediate sale. good everywhere; but 
while the cotton is in transit from the field. to the warehouse the 
only man who really will extend credit is the banker who 

. knows the complete situation, and he is ready to do it if he is 
permitted to use his own privilege of note issue through the 
Vreeland-Aldrich blll. 

The SECRETABY. It is proposed to add to the bill a uew sec­
tion, as follows--

Mr. OVERMAN. Instead of reading the ,-ery long quotation 
from the law, I wi11 state that the amendment simply strikes 
out 3 per cent and inserts 2 per cent. That is the only change 
it makes. -

Mr. NELSON. Ycry well. 
The VICE PRESIDENT. The Secretary will call the roll 

on agreeing to the amendment. 
The Secretary proceeded to call the roll . 
Mr. GALLINGER (when his name was called). I ha>e a 

pair with the junior Senator from New York [l\Ir. O'GoRMAN], 
which I transfer to the Senator _from Illinois [Mr. SHERMAN] 
and >Ote "nay." 
· Mr. Sll\llfONS (when his name was called). I ha>e a gen-

1\Ir. BURTON. If, again, there can be realization when the 
cotton is put into the warehouse, I do not see that it creates a 
different condition, or one that is abnormal or exceptional in 
comparison with that which· usually exists. It seems to me 
the facts show a different state of affairs-that here is a com­
modity which ordinarily is sold every autumn very promptly, 
and for which there is an enormous foreign demand, but which 
is now sold in quantities very · much limited, very much less 
than ordinary. 

. eral pair -with the junior Senator from Minnesota [Mr. CLAPP]. 

Mr . . President, it is true the proposition we have been dis­
cussing is a very simple one, the difference between a 2 and a 
8 per cent . tax upon .circulating notes. But there ·is a great 
deal more ln these proposals than that . . The whole question of 
the use we shall make of emergency currency is before the Sen­
ate. I should view with nothing less than alarm any propo­
sition which would look toward. the permanency of this system, 
established in 1908 and ne>er resorted to until 19l~a system 
which was by all its advocates understood to be a safeguard 
against panic and emergency, rather than one providing for 
the ordinary operations of trade. 

~Ir. SHAFROTH. Mr. President, I wish to say just a word 
t.a closing the matter before a vote. 

All · the legislation we .have bad in this Congress has been 
in the interest of helping out the smaller bank, and especially 
now is it the desire to help out the banks in the cotton States. 
We have, as you know, authorized an increase in the amount 
of currency that can be issued under the Aldrich-Vreeland Act 
from $500,000.000 to $1,250,000,000. Thl;lt is directly in the 
interest of getting out more currency to relieve stringent condi­
tions. Now, as it bas turned out, by 1·eason of the fact that the 
small banks all over the United States have not bonds which 
they can hypothecate with the Treasury Department for the 
pu.rpose of issuing money under the Aldrich-Vreeland Act, the 
committee has desired to ;relieve _that situation, and we have 
introduced a bill, which is now being considered, for the pur­
pose of permitting banks, especially the small ones, to substitute 
for bonds, which are required now by the .Aldrich-Vreeland Act, 

."75 per cent of commercial paper, representing transactions in 
commerce. Of course that is a~ditlonally secured by ·the obliga­
tion of the clearing bouse or the currency association, as pro­
vided in the Aldrich-Vreeland Act. That is a substantial relief. 
There has also been during this session of Congress, in the 
·way of helping the issuance of this m.oney and relieving the 
situation, a reduction of the rate of interest for the first three 
months from 5 per cent to 3 per cent. . There are ·three dis­
tinct measures that have been brought before this Congress 
relieving the rigidity of t}).e requirement of issuing money under 
the Aldrich-Vreeland Act. 
· Mr. President, the 3 per cent is active. Two hundred and 
fifty-six million dollars nave been issued in the last 30 or 60 
days under the Aldrich-Vreeland Act, which relieved the situa­
tion to that extent. I will state that "the money is going to 
the Southern 8tates to the extent of $25,000,000, nnd to the · 
Senator's own State of North Carolina to the extent of $2,-
035,750. To reduce the rate of interest from 3 per cent to 2 
per cent, in my judgment, will not make this an emergency 
currency; it will make it a currency that will be used for 
speculative purposes, and its tendency · will be to keep it. all 
out, and thereby you will ba ve complications occurring: 

It seems to me, Mr. President, in view of the situation nnd 
in view of the liberal action which this committee and this Con­
gress has taken with relation to the Aldrich-Vreeland Act, we 
ought to vote down the amendment proposing to reduce the in­
terest from 3 per cent to 2 per ·cent. 

The VICE PllESIDENT. The question is on the amendment 
of the Senator from North Carolina [Mr. 0\'ERMAN]. . 

Mr. OV~ll:MAN. 0~ that I ask for the yeas and nays. 
The yeas and nays were ordered. . 
Mr. NELSON. . Let the amendment be read~ 
The VIOE PRESIDENT. The Secretary will state the amend· 

JlleDt. 

I had a letter from him this morning stating that I may use my 
discretion in voting upon · this measure. I shall therefore vote 
upon this amendment. I vote " yea." 

Mr. SMITH of Georgia (when his name was called). I have 
a general pair with the senior Senator from Massachusetts 
[Mr. LoDGE], and have been unable to obtain a transfer. Tfiere­
fore I withhold my --rote. 

Mr. OVERMAN (when Mr. STONE's name was called). I 
was requested by the Senator from Missouri [Mr. STONE] to 
state that he has been called away on official business and js 
paired with the Senator from Wyoming [1.\Ir. CLARK]. 

Mr. THOMAS (when his name was called). I ha>e a general 
pair with the senior Senator from New York [Mr. RooT]. I 
transfer my pair to the senior Senator from Nebraska [Mr. 
HITCHCOCK) and vote "nay." 

Mr. WILLIAMS (when his name was called). I announce 
my pair with the senior Senator from Pennsylvania [Mr. 
PENROSE] and the transfer of it to the junior Senator from 
South Carolina [Mr. SMITH]. I ask that this announcement 
may stand for the day. I vote " yea." 

The roll call was concluded: 
Mr. FLETCHER. I am paired with the Senator from Wyo­

ming '[.Mr. WARREN]. I transfer that ))air to the Senator from 
New Jersey [Mr. HCGHES] and vote "yea.'' · 
. Mr. PAGE. I desire to announce the necessary absence o! 
my colleague [Mr. DILLINGHAM], and to state that he is paired 
.with the Senator from Maryland [Mr. SMITH]. 
. Mr. JAMES. I transfer the general pair I have with the 
junior Senator from Massachusetts [Mr. WEEKS] to the junior 
Senator from Tennessee [Mr. SHIELDS] and >ote. I vote" yen." 

Mr. SWANSON. I desire to annom~ce that my colleague [Mr. 
. l\l..A..RTIN] is paired with the senior Senator from Idaho [Mr. 
BoRAH]. · My colleague is detained from the ~enate on account 
of illness in his family. 
- Mr. S~flTH of Georgia. I transfer my pair with the senior 
Senator from Massachusetts [1\Ir. LoDGE] to the junior Senator 
from Ari.zona [Mr. SMITH] and vote "yea." 

Mr. GALLINGER. I desire to announce the following pairs: 
· ·The Senator from Idaho [Mr. BoRAH] with the Senator from 
Virginia [Mr. MARTIN] ; 

The Senator from Maine [Mr. BURLEIGH] with the Senator 
from New Hampshire [Mr. HOLLIS] ; 

The Senator from New Mexico [Mr. CATRON] "ith the Senator 
from Oklahoma [Mr. OwEN]; . 

·The Senator from Rhode Island [Mr. CoLT] with the Sen• 
ator from Delaware [Mr. SAULSBURY]; 

The Senator from Delaware [Mr. nu PoNT] with the Senator 
from Texas [Mr. CULBERSON]; 

The Senator from West Virginia [Mr. GoFF] with the Sen­
ator from South Carolina [Mr. TILLMAN]; 

The Senator from North Dakota [Mr. GRONNA] with the Sen-
ator from Maine [Mr. JoHNSON] ; · 

The Senator from Rhode Island [Mr. LIPPITT] with the Sen­
ator ·from Montana [Mr. WALsrr]; . 

The Senator from Wisconsin [Mr. STEPHENSON] with the Sen­
ator from Oklahoma [Mr. GoRE] ; 

The Senator from Utah [Mr. SUTHERLAND] with the Senator 
from Arkansas [Mr. CLARKE] ; and 

The Senator from Michigan [:\Ir. TowNSEND] with the Sena­
tor from Arkal).sas [Mr. RoBINSON]. 

The result was nnnounced-yea:3 16, nays 31, as follows: 
. YEAS-16. 

Bankhead Fletcher Pittman 'l'hornton 
Brady James Ransdell West 
Camden Lea, 'l'enn, Simmons White 
Chamberlain ·overman Smith, Ga. Williams 

NAYS-31. 
Ashurst" Chilton Gallinger Kern 
Bryan · Crawford Jones Lane 
Burton Fall Kenyon Lee, Md. 
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McCumber 
McLean 
Martine, N.J. 
Nelson 

Oliver Reed 
Page Robinson 
Perkins Shafrotb 

Norl'is 
Poindexter Sheppard 
Pomerene _Shively 

NOT VOTING-49. 
Borah Goff 
Brandcgee Gore 
Bristow Gronna 
Burleigh Hitchcock 
Catron Hollis 
Clapp Hughes 
Clark, Wyo. Johnson . 
Clarke, Ark. La Follette 
Colt Lewis 
Culberson Lippitt 
Cummins Lodge 
Dillingham Martin, Va. 
dn Pont Myers 

New lands 
O'Gorman 
Owen 
Penrose 
Root 
Saulsbury 
Sherman 
Sbields 
Smith, A.rlz. 
_8mith, Md. 
Smith, Mich. 
Smith, S.C. 
Smoot 

Sterling 
Swanson 
Thomas 
Vardaman 

Stephenson 
Stone 
Sutherland 
~'bompson 
Tillman 
Townsend 
Walsh 
Warren 
Weeks 
Works 

The VICE PRESIDENT. There is no quorum present. 
Secretary will call the roll. 

The 

The Secretnry cal1ed the roll, and the following Senators an­
swered to their names : 
Ash1ust .Tones Ollver Shively 
Brady Kenyon Ove-rman Simmons 
Bryan . Kern Page Smith, Gli.. 
Borton Lane P er·kins Smoot 
Camden Lea, Tenn. Pittman Sterling 
Chamberlain Lee, Md. Poindexter Swanson 
Chilton Lewis Pomerene Thomas 
Ct·awford McCumber Ransdell Thornton 
Fall McLean Reed Var·-daman 
Fletcher Martine, N. :r. Robinson West 
Gallinger Nelson .Shafreth· White 
.Tames Norris Sheppard Williams 

The VICE PRESIDENT. Forty-eight Senators bave an­
swered to the roll call. There is not a quorum _present. Xbe 
Secretary will cull the roll of absentees. 

The Secrt'tary called the names of absent Senators. 
Mr. BANKHEAD entered the Chamber and answered to his 

name. 
The VICE PRESIDE~T. Forty-nine Senators have answered 

to the roll call. There is a quorum present. The Secretary 
will ~all the roll on agreeing to the amendment of the Senator 
from North Carolina [l\Ir. OVERMAN]. 

The Sec-retary proceeded to call the roll. 
· Mr. FLETCHER (when his name was called). I make the 
same announcement as to .my pair and its transfer as befo1·e· 
and vote "yea." 

Mr. GALLINGER (when his name was called). .Announc­
ing the transfer .of my pair as on th.e former vote, I vote "nay." 

:Mr. JAJ\IES (when hls name was called). Making th.e same 
transfer that I made on the other Yote, I vote "yea." 

Mr. SMITH of Georgia (when hls name w.as called). I 
transfer my pair with the senior .Senator from Massachusetts 
[Mr. LonoE] to the junior Senator from Arizona [Mr. SMITH]. 
I will let that transfer remain for the balance of the day.. I 
vote "yea." 

l\fr. THO:\.I.A,S (when his name was called). I renew the 
announcement of my pair and its tranfer and vote ~·nay~" 

The roll call baving been con-cluded, the result was n.n­
nounced-yeas 15, nays 33, as follows: · 

YEAS-15. 
Bankhead 
Cum den 
Chamberlain 
Fletcher 

.Tames 
Lea, Tenn. 
Overman 
Pittman 

Ransdell 
Simmons 
Smith, Ga. 
Thornton 

West 
White 
Williams 

NAYS-33. 
Ashurst 
Bryan 
Burton 
Chilton 
Crawford 
Fall 
GnlUnger 
Jone 
Kenyon 

Kern 
Lan.e 
Lee, Md. 
Lewis 
McCumber 
McU?an 
Martine, N.J. 
Ne}son · 
Norris 

Oliver 
Pa.ge 
Perkins 
Poindexter 
Pomeren~ 
Reed 
Robinson 
Sh-afroth 
Sh-eppard 

.Slrtv-e1y 

.Smoot 

.Sterling 
'Swanson 
"l~homas 
Vardaman 

NOT VOTING-48~ 

Borah DU!lngham . 
Brady du Pont 
Brandegce Goff 
Bristow Gore · 
Burleigh Gronna 
Catron Hitchcock 
Clapp Hollis 
-clark, Wyo. Hug-hes 
Clarke, Ark. .Johnson 
Colt La. Follette 
Culberson Lippitt 
Cummins Lodge 

The VICE PRESIDE."lT. 
will call the roll. 

Martin, Va. Sm.itb, :M:icll. 
Myers :Smith. S.C. 
Newlands Stephenson 
O'Gorman Stone 
Owen Sutbe:rln.nd 
Penrose Thompson 
Root Tillman 
Saulsbury Townsenu 
Sh-erman Walsh 
Shields Warren 
Smith, Ariz. Weeks 
Smith, Md. Works 

No quorum voting, the Sect•etary 

The Secretary called the .roll, and the following Senators .an­
swered to their names : 
Ashurst 
Bankhead 
:Brady 
JJryan 

Burton · 
Camden 
Chamberlain 
Chilton 

Crawford 
Fall 
Fletcher 
Gallinger 

J'ames 
.Jones 
Kenyon 
Kern 

' Lane OUter ·.Sbatroth 
Lea.. T~ Overman S~eppard 
Lee, Md. Page Shl vely 
Lewis Perkins Simm<~ns 

1 M~£~~er }:~~~r ~~~~Ga. 
Nelson Pomerene Sterling 
Norri'S Reed Swanson 

Tb<llUaS 
Thornton 
Vardaman 
West 
White 
Williams 

The VICE PRESIDENT. Fo1·cy-six Senators have answered 
to the roll call. There is not a quorum _present. The Secretacy; 
will call the roll of absentees. 

The Secretary called the names of ,absent Senators, and Mr. 
RANSDELL answered to l:is name when called. 

Mr. SHIEil>s entered the Chamber and answered to h:is name. 
The VICE PRESIDENT. Forty-eight Senators have an­

swered to the roll call. There is not a quorum present. 
Mr. LEWIS. ~ouching the matter -of a quorum, I will state 

that there are Senators in the Senate Office Building who prob· 
ably might not hare been appri-sed of this call for a quorum. I 
respectfully request that in proper form some of the deputie of 
tlw 'Sergeant at Arms fie requested to inform -personally the Sen­
atOTS that there is a demand for a ~uorum here. To the Senator 
from 'Montana [Mr. Mnrns] and the Senator from Kansas [Mr. 
'Il-HOMPsoN] I refer particularly. They will no doubt come at 
once if personally so requested. 

Mr. GALLINGER. I trust the Sergeant at Arms and .his 
deputies are doing that work diligently. Tlley ought not to 
be instructed each time. It is theix duty to try to find absent 
Senators. 

'The VICE PRESIDENT. The Senator from Illinois did not 
put it in the form of a motion. 

After a little delay, 
Mr. LEWIS. I now move tha.t the Sergeant at Arms be 

specifically instructed to make investigation at the Senate Office 
Building and personally request Senators there present to at· 
tend the Senate in response to the demand for a quo.rum. 

1\fr. GALLINGER. Would the Senator be willing to include 
the baseball park? . 

Mr. LEWIS. I wollld not hesitate to include the park, except 
t11at the distance is such I am afraid the Serge..wt :at Arms 
eould not reacll there and return in time. 

The VICE PRESIDENT. The Chair construes the motion of 
the Senator from lllinois to 'be one to request the attendance ot 
ab ent Senators. The question is tOn .agreeing to the motion. 
~he motion was agreed to. 
'l'he VICE PRESIDE:NT. The Sergeant at Arms will request 

the attendance of absent Senators. 
Mr. MARTINE of New Jersey entered the Chamber and an .. 

swered to his name. 
. The VICE PRESIDENT. Forty-nine Senators ha¥e answered 

the roll call. There is a quorum present. The question i on 
.the amendment of the Senator from North Carolina [Mr. OVER­
MAN]. upon whlch the yeas and nays have been orde1·ed. 'rhe 
Secretal"y will 'Call the roll. . 

The Secreta-ry proceeded to call the roll. 
Mr. FLETCHER {when his name was called~. I make the 

same announcement as before and vote " yea." 
.Mr . .JllfES (when his name was c::l.l.led). I transfer my, 

general pair with the junior Senator fr.om Massachusetts [1\Ir. 
WEEKS] to tile senior S-enator from Nevada f~l£. NEWLANDS] 
and vote. I yote u yea." 

.Mr. THOMAS (when his name was {!a}led). I renew the an­
uouncement of my pair and its transfer and vote "nay." 

The ~·oil call having been concluded, the result was an .. 
nounced-ye.as 16, .nays ~ as follows : 

Ban.kllilad 
Brady 
Camden 
Chamberlain 

.As:hurst 
Brya11 
Burton 
Chllton 
Crawford 
Fall 
Gallinger 
5on-es 
Kenyon 

Borah 
Brandegee 
Bristow 
Burleigh 
Catron 
Clapp 
Clark, Wyo. 
Clarke, Ark. 
Colt 
Cnl.ooTson 
Cummins 
Dillingham 

Fletcher 
James 
Lea, T-enn.· 
Overman 

Kern 
La.ne 
Lee. Md. 
Lewis 
McCumber 
McLean 

YE.A..S-16. 
Pittman 
Ransdell 
Shields 
Simm.ons 

NAYS--34. 
Norris 
Oliver 
Page 
Pe.rkin.s 
:Poindexter 
Pomerene 

'Martine, N. :r. Reed 
Robinson Myers 

Nelson 'Shafroth 
NOT VOTING-46. 

duPont Newtands 
Goff O'Gorman 
Gore Owen 
Groona .Penrose 
Hitchcock Root 
Ho1lis Saulsbury 
Hughes Sberman 
.Johnson Smith, Ariz • 
r~a Follette Sm.Hb, 1.\ld.. 
Lippitt 'Smith, 1\lieb. 
J.odge Smith, S.C. 
Martin, Va. Stephenson 

Smith, Ga. 
Thornton 
West 
White 

'Sheppru'd 
Shively 
Smoot 
Sterling 
'Swanson 
Th-omas 
Vardaman 

£tone 
Sutherland 
Thompson 
Tillman 
Townsend 
Walsh 
Warren 
W(>ekS 
Williams 
""\Yorks 

) 

~, 
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So l\1r. Ovm~MAN's 11mendment was rejected. 
Mr. Sl\IITH of Georgia. I offer the amendment which I 

send to the desk. 
The VICE PRESIDENT. The amendment pr()_posed by the 

Senator from Georgia will be stnted. 
The SECRETABY. It is proposed to add as a new section~ 
SEc. - . . That tbe provisions and benefits of tbe. act approved May 

30, Hl08, known as the Vreehmd-Aldrich Act, ·and the amendments 
thereto, are hereby· extended to all ~tate banks and trust companies 
having a capital stock of not Ies than $25,1)00 ami a surplus of 20 
per cent. Said banks and trust -companies shall be required to pay 
upon notes so issued the tax provirlen for in !'lAid act and the amend­
ments then•to and said notes shall not be suhlPc:t to the provisions 
of the act of 'congrPss approvPd February 8, 1875, known as "An act 
to amend existing cu~oms and .Internal-revenue laws, and for other 
purposes." The Secretary of the Treasury Is hereby directed to make 
such I'Uks ann rPgulatlons as are necessary for the purpo.s:e of carryin_g 
out the foregoing provision. 

Mr. S~HTB of Georgia. Mr. Presid~nt, th~ purpose of this 
amendrn~nt is to permit State banks with ·the capital and sur­
plus required of national banks to avail themselves of this 
emergency-currency law. !'\o State bank will be permitted to 
avail itRelf of this emergency currency unless i.t has the eapjtal 
and surplus required for .a national bank. I ha>e drawn the 
amendment in this way because I became satisfied it would not 
p11s if extended to banks with less capital. Th_e ~tate ·bank 
would be compelled to join the currency assoc1atwn {)f the 
locRilty In which It is situated. 

Mr. GALLINGER. . Mr. President, I will ask the Senator 
from Georgia what is 'the objection to the State banks joining 
currency as!'>ocia tions? -

Mr. S:UITH of Georgia. I do not know of .any . . I merely 
offer this provision to make it legal for them to do so. At 
pre ent. if they jotn they would still be subject to the 10 p~r 
cent tax on their note is~mes provided by the aet of 1815. Th1s 
amendment of mine provides that If they join and receiTe and 
issue this currency they will only be required to pay the tax 
applicable to national banks....:...that is, 3 per cent for three 
months and 'One-half of 1 per cent increase-and will not be 
subject to the J 0 per cent tux under the act of 1875. 

Mr. GALLINGER. But the 10 per cent tax will apply to :ail 
other transactions in which they may be 1!oncerned? 

1\fr. S.l11TB of Georgia. To all others. This amendment does 
not affect the 10 per cent tax l-evied on State bank issues at all, 
except as to the pu.rtieular -issues under the Vr-eeland-Aldrich 
law to State banks. The State banks pay the same til.X as do 
the national banks. 

l\fr. GALLINGER. I understand. I thank the Senator. 
1\Ir. Sl\IITH of Georgia. They will be required to join the 

local carrency associa tion, and the securities put up wm be 
subject to the inspection of 'file •committee representing the 
local currency association just as the securiti-es of the national 
banks will lle . o subject. 

1\fr. CRAWFORD. ·Tlley w111 not ·be ·subject to inspection ·by 
a n ational-bank examiner and have the same degree of gov­

~ er·nmental supervision, 'Will they"/ 
l\Ir. SMITH of Georgja. We add a -provision directing the 

Secretary of the Treasury ".to make such rules and regula­
tions as mfly be necessary,'' .and 1 -should -certainly favor provid­
ing that before taking any •of their notes or allowing them to 
have any note issue they should be inspected by a national­
bank examiner. So we have ·covered the ground fully in the 
amendment. 

I will say that I have conferred with a number of Senators 
in regard to this amendment, and we modifie<i it so as to meet 
the \·iews of other Senators as well as myself. I do hope that 
the committee will accept the amendment. 

l\1r. POMERENE. Mr. President, a little while ago the 
question was asked by myself of the 'SenRtor from ·Georgia 
whether or not the State banks would have the authority to 
join the Federal reser>e .system or to avail themselves of its 
privileges without some enabling act of the State legislature. 
The Senator answered that a bank in his State would have such 
authority. Is the 'Senator able to advise us -as to how many of 
the St<ltes have empowered banks ehar..tered by them to accept 
prh·ileges of this character? 

In my own ·State, for instance, after the Fed-eral reserve act 
was pnssed, the Ohio Legislature, by special act, authorized 
State banking institutions and trust companies to join the 
Federal rese!'Te system. I have not soon the act since it was 
passed, but at the time the bill was prepared I did not have in 
mind the Aldrich-Vreeland provision, and I do not know 
whether there is any provision ~ven in that act to authorize 
the State bnnks to accept the privileges which the Senator from 
Georgia seeks to confer upon them. 

:Mr. SMITH of Georg1a. Mr. Pres1dl:IDt, of rourse I am not 
tamiliar with the statutes of all the States or with the plan of 

organization of the State banks in ali the States. This amend­
ment would give some State -bnnks the opportunity therein ton­
tained, where their charters permitted H and where the laws 
of the State permitted it; thnt is as far as we could go in 
congre ional legislati-on. If there is something iu the bank 
charters thHt excluded them. of course they would not come in 
to take the benefit of 1t; bnt wher-e the 'State h1ws permit ·it, 
I think it eminently just that we should give them this oppor­
tu.nityJ 

1\fr. VARD.AMAN. Mr. President, I want to ask the Senstor 
from ·Georgia a question. How Jong will the operation of this 
law continue'? 

.Mr. SUITlil of Georgia. Until July 1 of ·next year. 
Mr. VARDAMAN. If the advantages to the ~tll te under this 

proposed law shall be as great as we hope they will be. the 
legislatures might be calJed together to consider the question 
of nmending the State laws so as to nceord with the Fenera'l 
stRtmes if it were nec-essary. I agree with the Senator from 
Georgia that no harm could come from it. 

Mr. S.liiTB of Georgia. The necessity -is so -great that 1 am 
cerulin, if it is found on examining the law of any State thnt 
there is any difficulty about it, the le~risluture may be call<~i 
together in order to give the authority to the banks. This would 
be the course in States where a real necessity fo-r the -amend­
ment .exists. 

1\lr. BURTON. 1\It:. President, will the Seantor yield fer a 
question, which I desire to ask for information? 

Mr. Slil'l'H of Georgia. Yes. 
1\11'. BURTON. What will be the status of the national 

currency association which, {)n the 30th o-f June next or on 
the 1st of July, wm ha\·e a large amount of notes outstanding? 
Is there any compulsion resting upon it to redeem its notes? Of 
cow:s.e .it can not issue any notes after the 30th of June next 
unless the Aldrich-Vreeland law is extended. 
· Mr. S.MT.H of Georgia. Such notes are ::~11 subject to redemp­
tion at any time on presentation; -and, as I understand, it is the 
duty, under the law. of the Secretary of the Treasury .to m11ke 
assessments upon such associations from time to time to .meet 
the redempoon of their notes.' 

ir. BUUTON. That is hardly expressed in the law, is it? 
Might not a banl{ or currency associa.tiou .keep outstanding 
notes for a long time after that dRte if it paid the 6 per cent'/ 

1\lr. S.:\IITH of Georgia. 1 do not think it would do so nnd 
rpay the 6 per cent. As to the State banks, we add thflt these 
notes are only to be issued to them under roles and regulations 
fixed by the Secretary of the Treasury. 

.M-r. BURTO~. There is. howen~r. Mr. President, a question 
jm;t how fRr the expression "rules and re~ulaticns" wonl<'l ex­
tend~ whether the ·secretary of the Treasury would be willing 
to make regulations which would have the effect of substantive 
law when Congress had omitted to act. 

'Mr. s:ur.rH of Georgia. That is a question which goes not 
o much to ·this particular .amendment as to the entire ac.t. It 

is a subject to which I hav,e not gi¥en careful attention. 
My own impression has been all along that it is contemplated 

that all the notes should be retired after July 1 next. It h · s 
been my view ·of the general policy of the act that the notes 
would then be retired. I think the 6 per cent would safely 
rPtire them. If it did not, we could very easily impose an 
additional per cent. 

1\Ir. SMITH of 1\fichi)!an. And if we did not want them re­
tired, we could l'educe the rate. The amendment affords ·ample 
latitude. Congress ought to give no more. In ruy judgment, 
1\fr. President, these notes never will be retired. Even under 
the new system emergency currency lies in the Federal Treas­
ury subject to a broad discretion in the Secretary of the Treas­
ury, and I f~ar it will not be retired when ·the habit of using 
it is fixed. I may be wrong about that. 

1\lr. SHAFROTH. Does not the Senator think that the in­
terest rate will retire it? 

1\lr. S:\ITTH of Michigan. That "'WOuld depend entirely upon 
the c.ondHion of the country. 

1\fr. S.:\HTH of Georgia. In normal conditions the high in­
terest rnte would retire it. No bank eould do business on the 
basis of paying 6 per cent. 

Mr. S~HTH of Michigan. In normal conditions we hRve not 
used it all. The law has been on the statute books for six 
years and rrot a dollar -of emergency currency has been with­
drawn from the Treasury until the present time. 

Mr. "SMITH of Georgia. This subject has been ·discm:sed 
more or less in the general debnte, -and I will not take the time 
of the Senate to discuss it unless the amendment is opposed. 
'[ do hope thnt it will be ftdopted. 

Mr. SMITH of :MiC'higan. Tlre ·pending an.enrlment, us I 
understand, is the amenfunent of ~e Senator foom Georgia? 
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l\fr. SMITH of Georgia. This is my amendment, or, I should Ur. SHAFROTH. Now, Mr. President, I will read the 
state, that it is about as mnch the amendment of the Senator amendment. 
from Michigan, and of the Senator from Utah, and of the Sena- Mr. NELSON. Mr. -Presil1ent, will the Senator yield to me 
tor from Arkansas, and of the Senator from Louisiana, and of for a moment? 
a number of other Senators us it is mine. I simply present it 1\fr. SHAFROTH. Certainly. 
as the work of several Senators. 1\fr. NELSON. In view of the great importance of thi ul>-

1\fr. SMITH of Michigan. It goes further than the one I ject and of the chara(:ter of the amendment, I do nQt think it 
proposed. is necessary to make such excessive speed. I sngue t to the 

The VICE PRESIDENT. The question is on agreeing to the Senator from Colorado that he have the bill, with this amend-
amendment submitted by the Senator from Georgia. ment, recommitted to the Committee on Banking and Currency 

~fr. SHAFROTH. Mr. President, I should like to be heard on to the end tha t it may be carefully examined. 
this a mendment for a few moments. The amendment which has Mr. SHAFROTH. Well, l\fr. President, I hardly feel that 
been offered by the Senator from Georgia, in my judgment, we ought to do that. The pending bill is an emergency mens­
should not prevail. In the first place, it is an effort to change a ure, and if it were recommitted to the committee it might be 
system that has already been estnblished under a · law which delayed a considerable length of time. I want to read this 
has been on the statute books for some years by an amend- amendment and see what it provides. It is as follows: 
ruent which has not even been printed, but which has been SEc. -. That the provisions and benefits of the act approved ::uay 
propos<>d from the floor and has not been read by one out of 30, 1908, known as the Vreeland-Aldrich Act, and the amendment 
ten Senators. thereto, are hereby extended to all State banks and trust companies 

having a capital stock of not less than $25,000 and a surplus of ~0 per 
~Ir. SMITH of Georgia. Oh, yes; it has. cent. Said banks and trust companies shall be required to pay upon 
1\f Srr 'FllOTH I d t 4-h~~t- th lllll" e Senator·s notes so i sued the tax provided for ln said act and the amendment 

r. £Lcl. l ' • o no l.lllllli: more an thereto, and said notes hall not be subject to the provisions of the 
haxe read it. act of Congress approved February 8, 1875, known as "An act to 

~Ir. SlfiTH of Georgia. More than 10 Senators saw it be- amend existing cu toms and intemal-revenue Jaws .. and for othe~.· pm'-
fore it was presented. . poses." The.,. Secretary of ~he Treasury is hereby ~irected to ma~e such 

"I S'IITH f .,.1. h" It . b t t" 11 th th 1 rules and re.,ulatlons as are necessary for the purpose of canymg out .._, r. .ll o u IC 1gan. IS su s an m y e same as e the for£>going provision. 
:tmendruent presented by me on yesterday, which has been on 
the desks of Senators. 

llr. SHAFROTH. But, Mr. President, it has not been re­
ferred to the committee. and in its present form it has not been 
referred. as a matter of fact, to the Federal Reserve Board or 
to the Treasury Department. While we do not have to follow 
"·hat the Federal Reserve Board and the Treasury Department 
may recommend, yet their judgment upon a matter is worth con­
sideJ·able. especially concerning financial legislation. 

Mr. President, by this amendment it is proposed to mix two­
systems. - The Aldrich-Vreeland bill relates only to national 
banks. That law sets forth the req~irements as to how national 
banks shall organize currency associations; it is confined to 
national banks; and stipulates that tlle banks composing a. 
currency association must have at least $5,000,000 in capital 
and surplus before they can apply to the Treasury for the issu­
ance of emergency currency. 

Of course, it is intended that only national banks should form 
such associations, because the Treasury Department knows the 
condition of the national banks; they have been under the con­
trol of the Comptroller of the Currency, and the Comptroller of 
the Currency knows whether n a tional banks are solvent; but he 
c::m not know whether or not State banks are solvent. It .may 
be that they are or it may be that they are not: Consequently, 
it eems to me unwise to attempt to engraft on a national bank­
ing act provisions granting certain privileges to State banks; 
it is mixing matters; it takes the Treasury Department into a 
domain where it'has not usually exercised jurisdiction. On all 
the e grounds, therefore, it appears to me that the amendment 
i subject to severe criticism. 

If we are going to have a national banking system, it seems 
to rue it oright to apply to the Federal system, and the Federal 
system alone. If you do not do that. you are going to have in­
adequate ·examinations, and there Will arise many questions to­
be determined. 

As to the repeal of the 10 per cent tax on the issue of State 
banks, it may be that the amendment is confined, as the Senator 
has u tterupted to confine it, and it might not repeal the 10 per 
cent tax on note issues as to private banks; but, at the same 
time, that 10 per cent tax on private banks has been a most 
whole orne check in preventing the issuance of paper money, 
regurded generully as wildcat paper before the war. -

It seems to me that the amendment ought to be referred to 
the committee; it ought to have careful consideration; it ought 
not to be adopted merely upon a Senator rising and presenting 
it in typewritten form when, of course, Senators can not com­
prehend its full significance by a mere reading. It is difficult 
to understand its relation to the entire system, because while 
there are many provi ions which it seemingly might not affect, 
in reality it might affect them. 

Mr. President, there is another feature of the amendment to 
which I desire to advert. If we are going to glve to the State 
banks the benefit of all of the legislation of the Federal system, 
without requiring them to come into the Federul system and 
without requiring them to have the capital that is required of 
the banks in · the Federal system--

Mr. SMITH of Georgia. That is required. The amendment 
provides that they must have a capital of at least $25,000, 

. 

Mr. President, there is no word there requiring an inspection 
of the State banks as to theh· olvency, nor is there any require­
ment as to a:n examination of the currency associations that 
must be organized by the State banks. It seems to me that the 
amendment is immature. 

Mr. SMITH of Georgia. There is no authority for them to 
organize a new currency association. They will have to enter 
the currency asso~iation of the locality in which the banks are 
situated. 

Mr. SHAFROTH. That can not be, Mr. President, because 
the present statute provides that the national banks shan organ­
ize currency associations, and not State banks. 

Mr. NELSON. Will the Senator yield to me? 
Mr. SHAFROTII. Yes, sir. 
Mr. NELSON. I think the amendment is very vngue and 

indefinite. There is no provision in it requiring the State bauk 
to join and become members of currency associations. It is 
only by implication that it can be said that is reqe 'red. 

1\fr. SMITH of Georgia. It does not require that. 
Mr. SHAFROTH. Well, under the law as it now is, W'here 

would a State bank have the right to join a Federal curreucy 
association such as is provided for in the Vreeland-Aldrich 
law? The Vreelnnd-Aldrich law provides that the cmTf'ncy 
association contemplated shall be composed of national banks. 
Now, unless you change the law and amend that section of the 
Vreeland-Aldrich law so as to permit State banks to enter 
currency associations it seems to me they would be excluded, 
even if you were to adopt this amendment. 

l\fr. President, the difficulty is that the pending bill does not 
propose a revision_ of the Vreeland-Aldrich Act. It simply seeks 
to amend that act in one particular, and that one particular is 
to permit commercial paper to be hypothecated as security for 
the is uance of currency to the extent of 75 per cent of fue value 
of such paper instead of 30 per cent. To -engraft upon the bill 
something that will change its entire character does not seem 
to me to be wise. 

Furthermore, it• does not seem to me to be right that we 
should have a Federal system of banks into which we hone 
to get an the State banks and yet give the State banks the 
benefit of the Federal laws without requiring them to come into 
the system. It seems to me that if we are to extend the benefits 
and the privileges of the Federal laws to the State banks there 
ought to be an obligation upon the part of those bunks to sus­
tain the system and to sustain the Federal laws with relatiou 
to it. In other words. there is a mixing of banks that are au­
thorized under State jurisdiction and banks that are organized 
under the Federal resenc act. 

If this amendment is to be acted upon, it should be read and 
reread and compared carefully with the Aldrich-Vreelaud Act 
and also with the Federal rese'rve act; it should be critic1zed 
and examined closely before it is made a part of the law. 

I can not believe t;hat it is wise to mix: our Federal law& W'ith 
State laws; I do not believe it is wise to have State banks come 
into the Federal system in this way, when there is a procedure 
prescribed and they can organize . as national banks. If they 
want to do so, they can come into the sy&tem; they can sef:ure 
the benefit of the Federal reserve act if they desire to do so; 
they can get the benefit of the Aldrich-Vreeland Act, if they 
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want to, simply by converting themselves into ·national boJ?ks; 
but to offer a premium to State banks to have them contmue 
their organiZfltlon as State banks, and then to give them the 
advnntages of the Federal system, when we desire to hnve on(' 
uniform system, seems to me to be a grave error upon the part 
of .Congress. I hope the amendment will be rejected. 

l\Ir. SMITH of Georgia. Mr. President, the burden of the 
Senntor's argument is that the State banks could n<ltionalize 
and that it is unwise to mix the two. Why. Mr. P1·esident. our 
Federal reserve bank bill. passed last December, reported from 
the committee of wWcb the Senator is nn able member. permits 
the State banks to come into the Federal reserve system with­
out abandoning their State cbarterf!. 

Mr. SHAFROTH. Yes; but your amendment does not even 
propose that they shall become members of the Federal reserve 
system. 

Mr. SMITH of Georgia. No; it proposes that they sha11 be­
come members of the local currency organization in the State 
to get the benefit of an act applicable only to banks in th."'t cur­
rency organization. Just exactly as you permitted the State 
banks to join the Federal reserve system, so this amendment 
allows a State bank to join your currency organization in its 
State. There is no more mingling of State banks and nAtional . 
banks by the amendment I · propose than we ourselves mingled 
them in the Federal reserve bank act when we permirterl a 
State bank to take stock in the Federal reserve banl~s without 
gi,ing up its Stnte charter and to receive all the benefits of out· 
new banking and currency act while sti11 remaining a Stnte , 
bank. So the proposition thnt the State bnnk is to hnve the 
right to come with a national bank and derive benefits from a 
particular piece of Federal legislation follows the very measure 
that we rmssed last December. 

1\Ir. PO~IERENE. Mr. Presid~nt, if the Senfltor will permit 
me. under the national banking act the Comptroller of the Cur­
rency can go into a national bank at any time and inspect it. 
lf he finds mismanagement of such a character as woulrt jeop­
ardize either the interests of tbe depositors or the interests of 
the stockholders or the currency which has been issued. he 
can appoint a receiver and wind up the affairs of the bank. 
Under the proposaion which is embraced in the amendment pro­
posed by the Senator from Georgia the Nationnl Govel1llllent 
would be entirely without any power of inspection, of im·esti­
gation, or of 'vinding up the affairs of a bank in the event there 
was any trouble of the character I h ·lVe indicated. 

Mr. SMITH of Georgia. Mr. President, the power of inspec­
tion and superYision is guarded by this amendment. The power 
to appoint a receiver does not exi t, nor does the power to .ap­
point a receiver exist, in the case of a State bank which joins 
the Federal reserve association. 

l\Ir. POMERENE. 1\fr. President, under the Federal reserve 
act the State banks that join this system are snbject to all th~ 
examinations and to all of the p:rovi ions of the Federal reserve 
act. 

1\fr. S~HTH of Georgia. Not to the appointment of a receiver, 
as I understand. . 

l\Ir. S.liOOT. l\fr. President, in that connection I wish to 
say to the Senator that it would be impossible for the United 
States to lose any money. The United .States ho1ds ample se· 
curity. Not only does it hold the collateral security, · but it 
holds the credit of the currency a rociation that initiates the 
loan for the bank; so it is impossible for the GoYernruent uf the 
United States to lose anything. 

Mr. Sl\fiTII of Georgia. That feature of the objection can 
hardly be giYen any serious we·ght. As the Senator says. the 
whole credit of the currency association to which the St<.tte 
banks will belong in order to 1-eeeive this currency is behind 
the notes issued to the State banks. just as mucb us it Is behind 
the notes issued to one of the national ba~ in the currency 
association, so that the safety of the currency and the safety 
of the security is the same in both instances. 

1\Ir. WALSH. 1\fr. President---
The VICE PRESIDENT. Does the Senator from Georgia 

yield to the Senator from Montana? 
Mr. SMITH of Georgia. Yes. 
1\fr. WALSH. I should Uke to inquire of the Senator from 

Georgia whether be contemplates that the State banks shall 
enter associations already estnblished by the -natiorutl banks or 
whether th.ey shall establish associations of their own? 

Mr. SMITH of Georgia.. No powet· is gh·en them to establish 
separate organizations. They nJU within the provisions .of the 
Aldl1ch-Vreeland Act. which requires all of the banlcs in a par­
ticular locality to be members of the same currency asS6Ckltion. 

Mr. WALSH I have the oct before me. It proYides ·that 
upon the application of any bank to the Secretary <Of the Treas­
ury he may admit it, so that the State hanlt would make appli-

·cation to the Secretary of the Trea-sury for admissfon 'into tllat 
association. 

Mr. SMITH of Georgia. It would apply to join that currency 
nssociation. 

Mr. WALSH. Yes. Now, the question arises. How does tlle 
Secretary of the Treasury get any information thnt will ena!Jle . 
him to make up his judgment as to whether or not the bank is 
safe enough to go into it? -

l\Ir. SMITH of Georgia. I do not think there will be any 
tronble n bout thnt. It will be very easy for him to gather the 
desired information. 

Mr. WALSH. Of course, so far as the national banks are 
roncerned. he simply calls in the comptroller and gets the ill­
formation in that way. 

M:i'. SMITH of Georgia. Yes; he has· that facility, but the 
standing· of banks is well known. 

Mr. SHAFROTH. Mr. President. I should Uke to ask the 
Senator a que~tion. Suppose the national banks should say, 
"1\o; we do not want you in our system. We are not willing 
to tnke in the State banks." What are you going to do then'? 

1\Ir. SMITH of Georgia. The Secretary of the Treas·my won1d, 
haYe the right to admit them. 

Mr. SMOOT. The currency association would have that 
right also. 

1\fr. SHAFROTH. I do not kn{)w whether it would or not. 
We are mlx.ing up State Jaws with national laws. . 

1\fr. SMITH of Georgia.. There will be vei'Y little troub1e 
about that. The currency associat'on itself would pass upon 
their securities when they were presented. and the officers of 
the currency associHtion would haYe to pass those securities 
as good securities before they could go to the .Secretary of the 
Treasury for his consider·a tion. 

So far as my own State is concerned, I .am sure a. large num· 
ber of the banks wUI be welcomed by the currency association 
to its membership. You have. fu·st, the safety of the Secretary 
of the Treasury declining to let them join if he wishes. You 
hrtve. then. the safety of the officers 'of the currency· association 
pHssing upon the:r securities before they go to the Secretary of 
the Treasury. Then the Tre»sury Department must approve 
their SE>Cllrit'es. So the ~ecurity is amnle. 

1\Ir. S:UOOT. In that connection, may I can attention to tlle 
wording of the law. to show bow bro&d and how comprehensive 
it is'? I find in the law this provision: 

The banJrs and the .assets of all banks belonging to the association 
shall be jointly and severally liable to the United States for the re­
demption of such additional circulation; and to secure such li:tbility 
the lien created by section 5230 of the Revised Statutes shall exten.d 
to an.d .cover the assets of all banks belonging to the asso.ciation. 

What more security could the United States nsk? 
Mr. SMITH of Georgia. I first prepared an amendment, 

which I thought I would offer, permittjng the StatP banks to 
form a sepnrate currency association and to issue independent 
notes; but it seemed to me that L.le s:.fer plan, the stronzer 
plan. tho better plan was not to giYe them any such privilege 
by theruselYes. but to let them come into the currency associa· 
tion of their locality, to subject them to the npproYal of the 
Secretary of the Treasury before they could join, and snbject 
their securities to the approval of the officers of the currency 
assochltions already organized and already in fulJ operation. 

It was suggested by the Senfltor from Colorado that the com­
mittee had not investigated this proposition carefully. Why, 
the committee reported :md the Senate, on August 4. adopted 
a provision upon this subject. In the act approved August 4, 
1914, coming from the Committee on Banking and Currency, 
was the following proviso : 

Provided turtller, That the Secretary of the Treasury. In his discre­
tion. is further authorized to ext('nd the benefits of this act to all 
qualified State banks and trust companies wbieb have joined the Fed· 
Pral rrsN·ve !';Vf'tem Q.r which may contract t~ join within 15 days arter 
the passage of this act. 

Ro the subje<>t bns been before the <>ommittee. Tbf' com­
mittee has considered a subject {)f this kind, and the commit~ 
tee has -entertained the opinion that the State banks ougbt to. 
come in. 

Oue .of the limitations placed upon the Stflte bRnks wa-s that 
they -should join the redernl t·eserte association within 15 dnys~ 
1 know of :a number of Stnte banks in my Stnte tbnt contrnete.d 
to join the FPI'ternl reserve assoeintjon, and the Treasnry De-

. pnrtmeut held that this provi-sion did ll{)t ('arry with 8\lfficient 
el-earne. s the exemption of the State bnnks from the 10 per <:>ent 
t:ix <>aiTied b:v the act of 1875; and thereupon the banks nbnn-

. doned any t'urtber procedure to take adYantage of this prod­
Rion of the 11el 'Of August 4. 1914. which th<' ('Omm'ittee ~In'(' Q£1. 

They 13.llandoned it because ther found that theh· notes w011ld 
be beid by the Treasury Department to have n double tax-the 
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Vreeland-Aldrich tnx and the 10 per_ cent tax of the ~ct of 
1875--put upon th~m. 

So. renlly, in this amendment we are sill1ply seeking to do 
whnt we hnve bad uggested to us by the committee. We are 
seeldng to enact what I thought at the time was a splendid sug­
gestion that came from the committee. A number of State 
banks have been contemplating tnking advantage of this act. 
and begun making theh arrangements to use it, some of them 
haYing actUfl lly gone to the extent Of presenting applications 
which amonnted to contrncts to 'join the Federal reserv&system. 

1\Ir. REED. 1\Ir. President-- · 
The VICE PRESIDE~T. Does the Senator fron;J. Georgia 

yield to the Senator from Missouri? 
1\Ir. SMITH of Georgia. I do. 
1\Ir. REED. ·With the Senator's permission I will ~uggest to 

him that the amendment to which he refers, contained in the 
act of August · 4, 191-4, and which was an amendment to the 
Federal reser-ve act, w.as in_ this language: · 

Provided, 'Ibat the Secretary of the Treasury, in -his discretion, is 
further autl;wri7ed to extend the ben efits of this act to all qualified 
State banks and trust companies which have joined the Federal reserve 
system. or which may contract to · join within 15 days after the passage 
of this act. · 

It will be observed. first, that the language adopted at that 
time vested in the Secretary of the Treasury the discretion to 
ndmH or to reject; second, that in order to obtain the benefits 
of the ::~ct the State ·bank or trust coJTipany was obliged to join 
the Federal reserve system. Is it not true that the ·senator's 
present amendment omits both of those qualifications? 

1\:Ir. - S.~HTH of Georgia. It does. · ' • · 
Mr. REED. Is it not also true that under ~e act of August 

4, to which I have just referred; vesting iQ the Seci·etai·y of 
the Treasury the discretion to permit or not to permit a ~tate 
bank to have the benefit of this system, and under the further 
provision requiring thP State banks to seek membership in the 
Federal reserYe system, the Secretary of the Trensury was 
thereby empowered to examine these banks upon their applica­
tion to come in, and thus was able to advise himself of their 
fimmcial situation? Is not that omitted from the Senator's 
present proposition? 

Mr. SMITH of GeOrgia.. No; I do not think the latter pro­
vision is omitted, because we added at the dose .of this amend­
ment that the b'anks should be admitted only under such rules 
and regul~tions as_ the Secretary of the Treas.ury might pre­
scribe. and what we had in view was that when, under the 
Vreeland-Aldrich Act, they applied fo~ admission they would 
apply subject to such examination as he by these rules would 
require, and clearly the power is given him to designate the 
system of e;x.amination that he would make before he admitted 
them. . , · . . 

1\Ir. REED. Now, let me ask the Senator another question. 
Mr. S~IITH of Georgia. Just one ~ord more in answer to 

the Senator. I think clearly .this amendment ~overs that part 
of it-the .examination feature and the discretion as to the 
standing of a blink before it is admitted. Undoubtedly, how­
ever. the Senator is right in saying that this amendment does 
not require that the State banks, to _ obtain the benefit of this 
emergency Jaw, shall at once contract to join the Federal re­
serve system. In that connection I will state to the Senator, 
as that wns the first part_ of his question, why that was omitted. 

There are a number of excellent State banks. which .contem­
plate within my knowledge eventually joining the Federal re­
sene system, whi~ll hold a clas<; of secmities in the shape of 
mortgages upon real estate in excess of 25 per cent of their 
capital stock. and they are taking steps to 1iquidate those 
mortgages and _to put them in different shape .so as to be in a 
position to take stock in the Federal reserve b::~nks. 

l\Ir. REED. Now. Jet me put ~mother. question to the Senator. 
I am coming fo the practical part of this question, or, rather, to 
one of the practical sides, for I think it has several. 

The Federnl reserve system, it is contemplated, will be in 
operation within 00 ·days. How many State banks and trust 
companies could the Treasury Department examine and grant 
relief to in that period of time, particularly when the reason 
why these State banks and trust companies have not already 
become national bnnks is because their business has been of 
such a character as to bar them from becoming national banks? 

Mr. SUITH of Georgia. I do not think the Secretary of the 
Treasury would be required to make ::~ny great examination 
into the entire condition of th-3 banks. The securities they bring 
forward to the currency association would be scrutinized by the 
officers of the currency r.ssociation, and as the .banks repre­
sented by the officers of the currency association would becorpe 
jolntJy liable for the obligations of the banks .coming into the 
currency association, ecurities wo_uld be required pmply _suf-

fi~ien to protect the no-tes, -or else the notes would not go out to 
the State banks. 

Mr. REED. I grant you that if a State bank were to come 
into a currency association organized by national • banks that 
association being a perfectly solvent one, it might well be said 
that the addition of a State bank or two would not make any 
cliffei·ence; but if ~he State banks -ot:tnumbered the national 
banks by three to one as they do in the Senator's own State, if 
I correctly recollect the statement--
. Mr. SMITll of Georgia. They do in number, and about 
two to one in capital; but the number that could join, limited by 
this requirement of $25.000 of capital and 20 per cent of sur~ 
plus, is about the same in capital as the national banks. · 

l\lr. REED. Then you would, or might, Inject into this cur­
rency association enough .State banks so that one-half of the 
capital would be represented by State banks, not one of which 
the Government has the slightest power to examine, not one 
of which has ever been examined by the Government, nnd all 
of which are doing a character of business now prohibited to 
the national system of banks. 

Mr. SWANSON. The currency association would examine 
them. 

Mr. REED. I heard the remark of the Senator from Vir­
ginia that the currency association· would examine them. How 
do you know that a currency association to be composed of a 
majority of State banks and trust companies, and possibly 
dominated by that majority of State banks and trust companies, 
would examine with the degree of particularity which is neces­
acy? . 

Mr. SMITH of Georgia. In the first place, the suggestion of 
the Senator implies the fear that at least a majority of the 
State banks themselves are not doing a careful business. That 
sngl!eMion: I think, could not be sustained. The large majority 
of State b~ks in evecy State, I think you will find, are just 
as sound: and iust as solvent, and just as careful as the na­
tional banks. 
_ Mr. · REED. I would not agree to that proposition. I am 
not at all reflecting upon the State banks, but I do not think 
they are. taking them as a whole. 

Mr. Sl\IITH of Georgia. Well, possibly not as a whole; but I 
said the large majority of them. 

Mr. SMOOT. The panic of 1892-93 demo~strated that they 
were. 

Mr. REED. Oh. I do not think that follows. 
Mr. 'S:\IOOT. There is not any question about that. 
Mr. SMITH of Georgia. The State banks had no larger per-

centage of failur~s than the national banks in 1893, I know. . · 
Mr. SMOOT. That is what· I had reference to. · 
1\Ir. REED. I want to follow this a little further. 
Mr. SMITH of Georgia. I know the Senator is conducting 

an investigation and ·an · inquiry, about which he is perfectly 
frank. ·and I answer him by ·saying that tLere will be no danget· 
from that source. A few weak State banks might get into the 
currency association, but the large majority of them would be 
perfectly strong and sound, and wo~ld join ~ith the best na_. 
Uonal banks in watching the collateral put up with just as much 
care and zeal as the best national banks would watch it. 

1\Ir. V ARDAl\IAN. Mr. President, may I ask the ·senator a 
question? -· 
- 1\fr. SMITH of Georgia. The Senator from Missouri had not 
finished his question. 

Mr. REED. I will give way to the Senator from Mississippi. 
1\lr. VARDAMAN. If the Senator and other Senators object 

to the amendment because they fear that a proper scrutiny· 
would not be made of the affairs of the State banks, what 
would be the objection for providing for that in the amend­
ment? Certainly nobody objects to the most careful scrutiny 
being given. 

Mr. SHAFROTH. Mr. President, the Treasury :Oepartment 
c-ould not inspect these banks in the nine months that the Ald-· 
rich-Vreel:mrl Act lasts. 

1\Ir. ' ARDAl\IAN. There will be no trouble about that. 
Now, as a m~tter of fact. we have in my State a Jaw that is 
Yery rigidly enforced for examining the State banks. We have 
a State bank examiner. There will be no trouble about that. 
They could examine them in 30 days, if necessary. • 
· Mr. REED. I wish to suggest to the Senator-- · 

1\fr. SHAFROTH. Mr. President, it sometimes takes an 
examiner two or three weeks to examine one bank, and if the 
Federal system is going to depend upon State inspection there 
is no secmity to it. Of course banks usually pay, but . you have 
got to watch out for the critical times when they will fall down. 

Mr. VARDAMAN. I hardly think every bank would have 
to have its affairs gone over exhaustively. It would be onls­
those banks upon which suspicion rested. That is a rna tter of 
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detail, however, that need not vex the minds of Senators just as they guard their own-credits, and, in fact, far more closely · 
now. than they guard even their own loans. 

Mr. SMOOT.· Mr. President if I may make a suggestion to Mr. PAGE. Mr. President-. -
the Senator from Missouri, in further answer to what the Sen- The VICE PRESIDE~T. Does the Senator from Georgia 
ntor from Georgia has already stated in regard to the State · yield to the Senator from Vermont? 
banks entering -the currency associations in such numbers that 1\Jr. SMITH of Georgia. Yes. . 
they might control ·the associations: First, no State hank can Mr. PAGE. I should like to ask the Senator a question . . I 
become · a member of a currency association without first re- have just been home, as the Senator knows, and while there I 
ceiving the consent of the association; · secondly, the currency had occasion to inquire of some national-bnnk officials as to 
association is compelled to refer the application to the Secre- whether or not they would enter the national currency asso-

. tary of the Treasury before ever it can grant the privilege. So ciation. 
it is not very likely that the association is going to allow ·the .Mr. SMITH of Georgia. State banks? 
State banks to run away with it; and if they even did under- Mr. PAGE. National banks. I found quite a considerable 
take it, the Secretary of the Treasury would not allow it. amount of opposition to entering t11e currency associations. be-

1\Jr. BURTON. Mr. President, I should like to ask the Sen- cause each bank bad to· become· jointly and se\"erally responsible 
a tor from Utah in what provision of the law he finds the veto for all the other banks; and banks that were strong reasoned 
power of the members of the as~ociation to prevent a new bank in this way: "Why should we go in, when we know thn t we 
f1·om coming in? shall have no occasion to want currency, and become respon-

1\Jr. REED. l\Ir. President, the question suggested by the sible for the weaker banks?" 
Senator from Utah was in line with one to which I intended to It occmred to me that you might break down the whole sys-
call attention. tern if you insisted that the weaker State banks should be ad-

1\Ir. BURTON. It seems to me the Aldrich-Vreeland Act" ihitted to this association. I understand tbnt under your 
always was lacking in definiteness as to the admission of new amendment any bank with $30.000 of capital and surplus­
members, and I am not' aware 'that tbere is any provision that $25,000 capita1 and $5,000 surplus-may enter. It seems to me 
gin•s the directors of the association the right to refuse an there might be an objection on the part of the stronger national 
applying bank. banks to entering this currency association. The point I wonld 

Mr. SMOOT. Mr. President, I have not the provision before call to the attention of the Senator is this: A national bank 
me, but · I do know that within 10 days the question came up of is not only liable to the . extent of its capital and surplu . but 
some of the banks in Salt Lake City joining the San ll'rancisco. its stockholders may be assessed . . That may be true as to the 
association. I was advised by the Secretary of the Treasury State banks in some of the States, although I presume there 
that they would first have to make application to the currency are· several States which do not ha_ye that law. 
association, arid the currency as.socia,tion would pass upon the 1\Ir. sjnTH of Georgia. In most of the States that is true. 

· Mr. PAGE. But I think there are some wher·e there is not 
application; and it would be referred to Washington and be now this double liability, and it seems to me that if we are to 
passed upon by the Secretary of the Treasury. The Secretary take in these banks that ao not--
told me. in order to hasten the securing of a final permit. to 
wire the banks in Salt Lake City that they could make their Ur. ·sMITH of Geor~ia. I stated that in most of the States 

they have a double liabUity. 
application in duplicate form, send one copy to the currency Mr. PAGE. But there are some that do not. 
associatio·n at San Francisco and one copy to the Treasury here, . 1\Ir. SMITH of Georgia. There may be. 
and be in turn would telegraph to the currency association at Mr. PAGE. If we take in th_ose banks that do not b!',·e ", 
San Francisco to let biin know by wire whether or not the .. ·~ 
application was accepted, and he would act on that telegram. ·double liability, we tend to discourage the stronger banks froru 

Mr. SMITH of Georgia. Mr. President, I think 1 can answer entering the association. More than this, the Senator knows 
the Senator from Ohio. •.rhe language is general, and the Ian- that a national · bank is compelled under the banking la,Ys to 
guage of the act largely ie~t it to ihe· T~·easury Department to have liquid assets. so that it may be able to meet any demands 
work out the detailed plan. · In practice the rule is that the upon it at any time, while the State banks, especially in the 
Secretary of the Treasury cohsid~rs the application from a · South, which, I suppose, loan largely .on real est:<.tte, haYe as­
bank only after it has been appro\·ed by the local currency asso- sets that are not liquid, and in case of any trouble they could 
ciation. · · not respond as national ·banks could. . . 

I am interested in a State bank, and so far as my personal 
Mr. SMOOT. That is it. · interest is concerned I would, perhaps, be with the Senator; but. 
Mr. S~HTH of Georgia. And. he adm~ts banks to membership it seems to -me that we are liable, possibly, to bre.ak dow11 the 

with the approval of t~e Joca_l c~r.re{\CY aSSQCiation. I know whole system if we undertake to inject into it R; lot of bank~ 
that has b~en the practice with our association. that have not the double liability, a lot . of banks whose asset~ 

Mr. BURTON. But, l\Ir. ~resident, suppose Congress passes are such that they could not. in case they were called upon, 
a law making State banks not members of the Federal reserve respond .under the provisions of the Senator's amendment. 
association eligible for this membership; would not that create . l\1r. SMITH of Georgia. But the senator must bem· · in mind 
·a very embarrassing situation for an existing association if it that here are officers of other banks who when they allow one of 
sought to refuse .membership? Is. there not some ground for these banks to receiYe any currency becomes liable themselves 
irritation and friction on the part of banks organized under for it; and they require that bank to put up a collateral, a 
national charters when asked to associate with those organized. security which they know so that they lmow they can get the 
under State charters? money several times over before they furllish the notes. 

1\lr. SlliTH of Georgia. 1\Ir. President, a week ago last Mr. PAGE. But while that is true its transactions are such 
Monday I was in the city of Atlanta, and was advised that and the assets of the bank are such that prompt liquidation 
all the coiiateral presented by a certain bank for note issues would be contingent largely upon sales of cotton, lumber, and 
was turned down. and the bank was courteously told that the like commodities, which can not to-day, and may not in a year· 
offi('ers did not feel disposed to encoumge it to receive any from to-day, be quickly realized upon so as to respond to any 
notes on the character of collateral presented. call. -

Mr. BURTON. That probably was a conservatively and well Mr. SMITH of Georgia. No; I said that the large State 
managed bnnk. banks curried a part of their loans on real estate. That at pres-

Mr. SMITH of Georgia. I think you will find that these ent makes them ineligible to connection with the reserve banks; 
currency associations, where nothing is to be gained by permit- but I did not mean at all that they had no other support or had 
ting the issue. of currency to some other bank, and where no other quick assets, but beyond question that the assets which 
absolute liability for such issue on their own banks is the con- will be required by the clearing-house association will be quick 
sequence. are as consenatively managed and as cm·efnlly assets. 
guarded as any institutions that can be found anywhere. . ~lr. PAGE. I should not doubt that the assets required ....., 
Senators should bear in mind that the officers of these currency would be good assets. 
a sociations, five in number usually, who give their time to I Mr. S~HTH of Georgra. · And quick assets. 
passing upon the. e credits, represent five of the most important Mr. PAGE. But they might be based upon cotton, and I un-
bnnks in the territory, and they approve securities only for the derstand that cotton to-day is not n quick asset. · 
benefit of the bank receh·ing them ancl tbe benefit of the pubHc.· · Mr. S~IITH of Georgia. They will be n:;;;sets that the officers 
When they approve them they make their own banks guarnntors of the clearing-house association would be willing to take for 
of tho e ecurities, and g11arantors of the capacity of the bank the currency issued.· You can absolutely count on that. 
to meet the note. it receives, with no gain to them elYes and . 1\lr. PA.GE. But, if I mny be allowed. I should like to sug­
no profit to theh· I)Wn banks and no object in view but the gest to the Senator that a strong national bank, with its assets 
public good. As tills act ,vas drawn, they guard all note issues !liquid so that it · can at any tirr...~ respond to any call upon i~, 

. 1 
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may have serious .question a.-s to the adYlsability of enter-ing an 
a s. ociaUon where the banks of the n sociation are hugely made­
up of little banks. many of them. perhaps. with $20.000 capital 
anrl $5 000 m·pJus. ::~nd With practically nothing in the wny of 
liquid assets to enable them to respond to a call in case a call 
is ne :?essnry. _ 

Mr. SMITH of Georgia. They would not extend to such a 
bank the privilege of issuing .any notes, because they would 
reject its security. 

Ir. PAGE. In any <'U.Se those banks are not as strong as 
the national banks with which they are called upon to associate; 
They are not as strong-- · · 

Mr. S~HTH of Georgia. If a bank with $25,ooo · capital or 
$30.000 totnl came -up to obtain an issue of 75 per cent of it 
capitnl. $22.5CO, that bank would not get the notes and would 
not be allowed the privilege of issuing the notes by the officers 
of the curren y a soc'ation unless it put up for the not good 
assets that could be turned certainly into c_ash before the notes 
were cn11ed. 

Mr. PAGE. But, for all that, the Senator will agree that it 
would certainly me.1.n a grent lowering of the averag-e strength, 
a great lowering of thP ability to promptly meet a demand, and 
a grefl t lnw~> ,. lng in the liquj•Hty of the'r a ~~<>tR. 

Mr. S:\fTTH of Georgia. No; I ,do not admit Jt. As to the 
size of the issue their assets will be ns good as those of the lHrge 
banks. Comp::~ red to the size of their issue they will be smaller 
units nnd much smnller issues. 

Mr. S.MOOT. And less liable to fail. 
Mr. SMITH of Georgia.. Their history has been that they 

are certninly no more liable to f-fli1. The only h 'l nk we have 
bad that failed in the past two years in my State was a na­
tional bank. so fnr as I can recall. 

Mr. PAGE. I desire to ask the Senntor a question predicated 
upon the information I receh·ed in the pnst week in discussing 
this question with nHtional bnnkers in Vermont. 

Mr. SMITH of Georgia. There are some larg-e banks that do 
not need the be:J.efit of the currency association and do not 
join it. 

Mr. PAGE. Those currency a ociations must have a capital 
of $5.000,000. 

Mr. S)HTH of Georgia. That is true. 
Mr. PAGE. We have in Vermont national bnnks w1th an 

entire capital of only seven or eight million do11ars • . and you 
could not get an as. oci:Jtion there with the required five mi11lon 
capital if you left out the stronger banks. which, perhnps. would 
not come in if they had a fenr thnt they were going to be associ­
ated with bnnks not as strong in 1iquid as.....ets as they were. 

Mr. S:\IITH of Georgia. It is -the stronger banks that haYe 
already. joined. It would be a strong as ocintion and they are 
runply able to guard themselves agninst any wenk banks. 

1\lr. PAGE. I confess they can do it; but let me sug~est to 
the Senator thnt it mght cnuse some of the stronger banks that 
ought to be in the pssoeiation to keep out. 

Mr. S:\IITH of Georgia. The stronger banks that have not 
already joined are not going to join. I think that is practica11y 
certHin. They are in control of the stronger baniffi. Their 
officers ha\e been selected. They are officers of the strong bank. 

I sny frankly, Senators, thls is the only plan I can see to 
re1im-e a· condition in half a dozen States that is deplorable. I 
beUeYe it wi1l relieYe that condition in the States of North 

. Carolina, South Carolina, Georgia, Alahamu, 1\IissiHsippL and 
LouiRhmn. Texas has the largest number of national · banks 
in proportion to its banking capital by far of those in the 
South. I am not Rare thnt 'l'exas needs it ~is the ·e States do, 
but the natjonal b;~nks in tbese States ·carry the heavy busiuess. 
the heavy commercial business, the large whole ale hou es, the 
large merch:mts. 1\Iany of the State banks with quite a large 
amonr1t of e».pjtnl and with excellent surplus are lo~ated more 
in the rural sections. They are just ns solYent, their notes 
are just as o-ood, not for as large a sum as the big national 
bank . b1.1t for the extent to which they nre used they are just 
as ;wod. 

1\fr. PAGE. Are the banks the Senat(\1· refers to now able. 
and would they be able in case there was a demand for the 
promP-t liquidation of their paper, to get the money from their 
as ets? · 

1\fr. SMITH of Georgia. Absolutely. 
Mr. PAGE WbP.r would it -come from? 
l\Ir. SMITH of Georgia. I will tell you. They have good 

note·. They h:we good mortgages on real e ·tate that will sell, 
and sell q1lickly. They loan only about '25 per cent of tlieir 
money, perhaps 20 per cent. Their loans are not for the r,>ur­
chase of rPal -estate; their loans are for the conduct of farm 
bu iness. 

Mr. PA.GE. I do not ee where they would get quick money 
from in case they were called upon to liquidnte. 

1\Ir. Sl\fiTH of Georgia. The paper would sell. · 
1\fr. PAGE. Where would they find cuRtomers fur it? 
Mr. S::\HTH of · Georgia.. They would find a customer, it 

neces~aty, at a ·ruseount, not at its face. They will put up 
2 for 1. · · · 

1'\ow, what will they do with tbis money? I ·will 'give you 
that. This money that these banks get wi11 be advanced at' 
about $10 a bale on cotton. That is abont nll the farmers there 
are asking for. The money would largely be ad,·anced by these 
State banks a.t a small sum; that would be 'about 2 cents a 
pound. · 

Mr. PAGE. Uy experience is-
1\.lr. SMITH of Georgia. The advance· will largely be made 

on security thnt can be sold in any market to the amount on 
which they m11ke the advances. 

Mr. PO:\fEREXE. Mr. President--
The VICE PRESIDENT. Does the Senator from Georgia 

yield to the Senator from Ohio? 
1\Ir. PAGE. Just one sentence, if the Senator will allow me: 

We understand that the difference between a State bank and a 
national bank is largely this: The natjonal-bank system is 
predicated upon the idea_ that the a et ~h1:1ll be Uquid. The 
State system is predicated upon the idea that the loans are 
largely made to farmers. who can not pay, who do not expect 
to pay, except at their convenience. I know of banks that have 
millions of dollars of notes due on demand secured by farms, 
and in care they were compelled to raise money to pay a press-. 
ing demtmd it wouJd be difficult to do it. The notes woulrl be 
good; there is no question about tha t They are ju t as good 
as the Bank of England. and better perhaps, but they are not 
liquid, and you can not get quick money out of them. 

l\lr. SMITH of Georgia. I want to say to the Senator that, 
so far as these currency associations in the Stntes in which I 
am especially intere ted are concerned, the bnnk that gets the 
privilege of an issue from them, where they themse1Yes become 
liable for that iSEue, will put up something that can be tul'ned 
into cash on short order. 

Mr. S~IOOT. I know the business of the world is not coming 
t'o a standstill immediately and require every note to be paid 
at once. If that were troo no bank in existence could pay the 
demands made upon it. 

Mr. PAGE. But you are injecting into the system, a sy"'tem 
designed for national banks alone. banks that have no expec­
tation of standing upon a par with national banks in regard 
to the liquidity of their assets. 

l\1r. 'S.~HTH of Georgia. A.s to these particular notes, they 
will stand upon the same basis or else they will not ~et them. 
If the banks are of the class to which the Senator refers they 
will not ?"Pt l> ny note!':. 

Mr. SMOOT. I wish to say to the Senator from Georgia, so 
far as the State bank in the West are concerned, if they were 
called upon to liquidate they could liqrudate just as quickly and 
just as successfully as any national bank that is organiz"ed in 
the West. . 

1\fr. PO:\IERE:\"E. Mr. President--
Tlie VICE PRESIDEXT. Does the Senator from Georgia 

yield to the Senator from Ohio? 
Mr. S:\IITH of Georgia. I yield to the Senator from Ohio. · 
1\fr. POMERENE. Cnn the Senntor giYe us an estimate of 

the amount of e:rtra currency the State of Georgia might take 
out in the event that this amendment were adopted? 

Mr.· SliiTH of Georgia. I belieYe it wfls estimated that the 
nation111 bH nk~ could Increase their currency $15.000 000. 

1\fr. PO!\IERENE. No; they can increase it more than that. 
l\fr. Sl\fiTH of Georgia. In the State of Georgia ? 
Mr. PO'i\IERENE. In the State of Georgia. You haYe 115 

banks. The capital stock of those b11 uks is $15.048.500. and 
they have a surplus amounting to $9.454.832.5 . Assnmin~, of 
course. that all the e banks bnd the neces nry surplus of 20 
per cent so thnt they could issue 12G per eent of their- capital 
and surplus, the nntional 'banks now · could take out cnrrenCY' 
under tlle Aldrich-Vreeland Act to the amount of 30,629,469. 

1\fr. S.:\JITH of Georgia. Less thnt nlre::tdy i sued. 
Mr. PO"IERENE. Le s that air ady is ued. 
Mr. SlfTTH of Georl!in. I understnnd nlready there is about 

$14,000 000 or $15.000,000 of currency taken out. 
Ir. PO:lfERENE. r do not haYe before me the amount 

which the Georgia banl{S ha-•e nlreap.y taken out. 
l\Ir. S:\IITH of Georgia. I belie\o mo t of the Georgia bank 

have their rej!ular currency of 40 per cent. 
l\Ir. POMERENE. Assuming that these bnnlrs would aYail 

themsebE:'s of thelr priVIlege, does not he Senator think 
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$15,000,000 or $20,000,000 would pretty well take care of the 
pre ent needs of Georgia? · 

1\lr. SMITH of Georgia. I do not. I belie\e that quite a 
number of them would prefer that the State banks should come 
into the association and take it direct. · I believe probably the 
tota 1 issue to Georgia would go as high as $25,000,000 or 
$30.000,000. I think that is a fair estimate. It is the only 
feu ible way that I see · of practically carrying the benefit of 
our emergency currency to the people in our ection, where it 
is o much needed. That it will be absolutely safe I have no 
doubt. I know it will be safe. 

1\Ir. PO:.\IERENE. I am just as anxious as the Senator can 
be to aid in e\ery way possible, but I am not willing to aid 
any one locality, whether it is tn Ohio or Georgia, in a way 
that might indicate serious jeopardy to our financial system. 
That must be pre~~ned abo\'e everything else, in my judgment. 
I doubt the wisdom of extending this privilege now without 
some additional safeguards to the smaller State banks par-
ticularly. · 

Mr. SMITH of Georgia. The safeguards are thrown around 
it. The rules and regulations and the power of limitation of 
the Treasury Department guard it. I can not express myself 
too strongly in advocacy of this amendment, but I will not de­
tain the Senate further. 

Mr. VARDA.MAN. :Mr. President, I want to supplement 
what the Senator from Georgia [Mr. SMITH] has just said by 
stating that in Mississippi there are 326 State banks and only 
32 national banks. Unless an amendment of the present Jaw 
of this character shall be enacted by Congress it leaves the 
people of my State in a \ery deplorable condition. With the 
pri\ilege o()f issuing currency which is afforded by this law it 
wm enable the banks to carry Mississippi's surplus crop Of 
cotton and greatly reduce the loss which threatens the farmers 
of the cotton-growing section of the Republic. It is a measure 
de igned to giye immediate and substantial help to the class 
of peot)le whose toil feed and clothe the world and whose energy 
furnish the substratum for the entire superstructure of com­
merce. Without it I see no way to preYent the cotton crop 
of the South being sold at a sacrifice. 

Now, as to the argument that currency would be rendered 
cheap by inflation, I want to say the terms of this proposed 
law provide that not one dollar of currency shall be issued 
without the approval of the Secretary of the Treasury; not 
a ingle bank can become a member of the as ociation without 
the appro\'al of the Secretary of the Treasury. The directors 
of the currency association have to pass upon it, and every 
po .. sible safeguard, it occurs to rue, is thrown around the issue 
so as to make it safe and secure. The demand is urgent and 
the situation is unusual. 

I have no fenr whatever of an inflation; I have no fear that 
any money or circulating medium is going to be issued but that 
:which has behind it safe, sound, and reliable security. I hope 
that Senators may see the necessity for prompt action and that 
_the amendment offered by the Senator from Georgia [1\lr. 
SMITH] may be adopted. . 

Mr. REED. Mr. President, I desire to present a unanimous­
consent agreement. It has, however, been suggested that we 
might possibly vote upon the pending amendment this evening. 
I do not think the amendment is in proper form, even if th~ 
principle were to be conceded. I do not think any bank ought 
to ha\'e the benefit of the Federal reserve system, which re­
lates only to national banks and which was created for the 
national banking system, unle s it shall signify its willinguess 
to become a member of the system and unless it is specificaUy 
pro\ided that the Secretary of the Treasury shall have the 
power to examine any bank before issuin~ the currency. 

If the principle contended for by the Senator were to be con­
ceded at all there should be a provision that the State banks 
and trust companies must signify their intention to become 
members of the Federal resen-e system, because, first, this is 
a Federal act the benefit of which they desire. The credit of 
the Federal Government is, in the last analysis, involved, and 
no bank that is not willing to become a member of the Federal 
reserve system which is being created ought to have the benefit 
of the .Aldrich-Vreeland .Act, which is merely the stepping­
stone which we intend to employ to pass from present conditions 
over to the Federal reserve system. 

In the second place, there should be a specific provision au­
thorizing the Secretary of the Treasury to cause an examination 
to be made of any of these banks, a power which be does not 
at all possess at the pre ent time. 

In the third place, if the money goes directly to any one of 
the State banks without pa sing _through a currency association 
there should be a requirement of additional secmity, because 
there is no double liability on the part of a State bank. 

With those three defects cured, it seems to m& no very great 
harm could come, unless it is found in this fact, which I think 
has been O\erlooked jn the debate: The Aldrich-Vreeland Act, 
it has been said, will not permit banks to become members of 
currency associations until and unless the Secretary of the 
Treasury has approved the currency association membership. 
If that were uni\ersally true, if it were necessary to issue all 
of this money through a currency association, the situation 
would not be especially dangerous; but I do not think that is 
the case. I think that after a currency association has been 
formed a bank desiring to become a member of the association 
must obtain the permjssion of the Secretary of the Treasury, 
but that in the primary organization of an association such 
permission is not required. 

Mr. SMOOT. .Mr. President--
lir. HEED. I desire to read the law upon that question. 
1\Ir. S;.\IOOT. I will wait until the Senator reads the law. 
Mr. REED. That perhavs may settle it. I have re<ld it 

hastily, and I may be in error; but let us settle it just as we 
should, according to the facts. The act provides: 

That national banking associations, each having an unimpaired capi· 
tal and a surplus of not less than 20 per cent, not less than 10 in num· 
ber, having an aggreg:at~ capital and surplus of at least $5,000,000, may 
form voluntary assoc1atwns to be designated as national currency asso· 
ciations.. The banks uniting to form sucn as:;ociation shall by their 
presidents or vlce presidents, acting under authority from th~ board of 
directors, make and file with the Secretary of the Treasury a certificate 
setting forth the names of the banks composing the association the 
principal place of business of the association, and the name of the 'asso· 
elation, which name shall be subject to the approval of the Secretary 
of the Tre:l.sury-

Which name shall be subject to the approval of the Secretary 
of the Treasury. 

Upon the filing of such certificate the associated banks therein named 
shall become a body corporate, and by the name so designated and ap· 
proved may sue and be sued and exercise the powers of a body cor~ 
porate for the purposes hereinafter mentioned : Provided That not more 
than one such 'national currency association shall be' formed in any 
c-ity: Provided turthet·, That the several members of such national cur· 
rency assoc!ation shall be taken. as nearly as conveniently may be, 
from a terntory composed of a State or part of a State, or conti._g"uous 
parts of one or more States: ·And provided turthe1·, That any national 
bank in such city· or territory. having the qualifications herein pre· 
scribed for membership In such national currency association, shall, 
upon its application to and upon the approval of the Secretary of the 
Treasut·y, be admitted to membership in a national currency associa· 
tlon for that city or territory, and upon such admission shall be deemed 
and held a part of the body corporate. 

In the original formation the Secretary of the Treasury has 
nothing whateYer to say, except as to the name. Any 10 banks 
possessing an aggregate capital and surplus of $5,000.000 cari 
get together and organize, and all the Secretary of the Treasury 
has anything to say about it is that he can approve or disapprove 
the name. After they are organized, if another bank wants to 
become a ·member, it does not become a member by a vote of the 
bank , but it becomes a member by the perm1ssion and author· 
ity of the Secretary of the Treasury. So that if there was one 
of these associations now existing in the city of .Atlanta, Ga.; 
and there were 20 banks belonging to it, and a new bank wanted 
to join, it would ha\'e to apply to the Secretary of the Treasury; 
but if this amendment were adopted and 20 country banks 
wanted to get together and form an association, and they had 
an aggregate capital of $5.000,000 and bad the other qualifica· 
tions prescribed in · the law, they could form that association: 
and the Secretary of the Treasury could not stop them, proYided 
they dicl not inyade the territory of a · currency association 
already formed. 

Mr. SMITH of Georgia. Could that be accomplished without 
the approval of the Secretary of the Treasury? 

1\lr. REED. Why, certainly; I think so. 
Mr. S~IOOT. Allow me to read further from the law. 
Mr. SMITH of Georgia. In my own State I know it could 

not be accomplished. 
1\fr. S~fOOT. Will the Senator allow me to interrupt him at 

this point? -
1\Ir. REED. Yes. 
1\Ir. S~IOOT. If the Senator would continue the reading he 

would find this : 
The affairs of the as ociation shall be managed by a board consisting 

of one representative ft·om each bank. By-laws for the government of 
the association shall be made by the board, subject to the approval of 
the Sect·etacy of the Treasury. · 

So that no currency association can be formeu and do business 
with the Secretary of the Treasury-and it would h:n-e to dQ 
business through him-until its by-laws had not only been 
submitted to but had been approYed by the Secretary of the 
Treasury . ..,. - , 

Mr. REED. ·noes th'e ·senator seriously claim that the right 
to approye a by-law adopted· by an association gives the right 
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to pass upon the credit and stability of the units romposing that Mr. SMOOT. ...Jr. President, I will say to the Senator th t 
association? Surely be does not contend that. at this time I should not like to agree to any reque t for unani-

Mr. S)100T. I tnke the position that the power is in the mons consent _affecting the pending bill, and if the Senator were 
hands of the Secretary of the Treasury, as to whether there to subntit the request it wouJd only take the time of the Senate, 
shall be created anywhere in the United States a currency and I ask him not to present the proposed agreement at this 
association. If an a rociation is not created. of course no time. ' 
application can be made for emergency currency. If an asso- Mr. REED. Very well. 
ciation were attempted to be ereated without the -appTo\al of Mr. S}IOOT. Mr. President, this may be a. little btu, as 
the Secretary of the Treasury.- it ould ba•e nothing wbate'ler stated by the Senator from 1\lissouri, but it is only little so fnr 
to do in any way with the Treasury Department, but would as the length of it is concerne:i. The more it is studied the 
'be null and >Oid. so f<:tr as the prodsions of the law _are con- more far-reaching its provisions appear to be. 
cerned. and so far as the ability to secure emergency currency I ha~e made a statement here se~eral times in debnte which 
is concerned. I wish to correct. I have noticed also that it has been made 

Mr. VARD.Al\!AN. Mr. President, I should like to ask the by many other Senators. In order that the RECORD may be 
Senntor from l\Iissouri if be thinks that a curren-cy· association right I wish at this time to make a f11rther sh1tement in rela­
could issue any money without the approval of the Se:!retary tion to the amount of currency that could be i sued under the 
of the Treasury? _ Vreeland-Aldrich Act as amended. It bas been generally 

l\Ir. REED. Ob, no. The trutfl about the matter' is that stflted that the -amount would be a billion dollars. Mr. Presi­
the E'.Dtire right to issue mon~y nnde- the original law and under dent, I ha~e made that statement offhand time and agnin 
all the amendments, if I correctly understand them. in the last during this discussion; but it is not con·ect, and I think the 
analysis is dependent upon the appr_oval of the Secretary of the Senate ought to know just about what amount can be issued 
Trensury. under the amendments that ha"Ve been already adopted to the 

Mr. V ARDAl\IAN. Does not that imply that be has the right, Aldrich-Vreeland Act. 
then, to in•estignte the standing .of the banks which form the The capital stock of the national bnnks in the country, ac· 
eurreney association? cording to the last report, was $1.058.192 335. The surplus of 

Mr. REED. It Implies the Tight of the Secretary of the the national bank amounts to $723,348.266.56. or a totnl of 
Treasury to accept or reject, but that does not carry _with it capital and surplus of the national b:mks of $1,781,530,601. 
the right to ·enter the doors of the bank. to go to its books, The Senate hns ·already adopted an amendment that they ~an 
to count its cnsb, and do Rll the other things necessary. My issue of this currency an amount equal to 125 per cent of the 
own present feeling about thls mn_tter is that if the amendments capito,l and surptus of the national banks of the United Stutes 
which I ba•e sugge ted were added to the amendment of the if they conform to the provisions of the law as to capital !lnd 
Senator from Georgia it might not be objectionable. I do not surplus. . 
want absolutely to <'Ommit myself to it; but with the general Mr. SllUIOXS. Mr. President, does not the Senator lose 
thought that is in tbe mind of the Senator from Georgia I am sight of the other provision-" less the amount of circulation 
in most hearty sympathy. With the method he proposes to already issued"? 
work it out 1 am not entirely satisfied. 1\Ir. SMOOT. If the SenatOT will wait. I will eover that point. 

Mr. VARDAMAN. What are tbe amendments which the In looking up the figures we find thf'lt there are a number 
Senator has proposed to the amendment of the Senator from of national banks that h:we not the required capital, and there­
Georgia? fore are not entitled to issue emergency currency. We also find 

1\fr. nEED. That the right should be limited to those banks that there are a number of national banks that have not yet 
that agree to join . the Federal system; thnt there should be the the required 20 per cent surplus, and unless they have surplus 
specific right rf'Sel'Yed to the Secxetary of the Tl"easnry to ex- funds of 20 per cent they are not entitled to i ue emergency 
amine the banks- currency. So, taking those two clRsses of b. nks out of tbe 

Mr. VARDAMA.."'(. r think there is no objection to that. national banks' eapital and surplus, as stated by me, there 
1\lr. REED. I do not think it ought to go beyond the bqnks would be, tnlfler the provisions of the present law, if all of the 

that will come into the system. national banks took ad-c:nntnge of the law, an issue of an 
Mr. VARDAML~. l\ir. President. I .should like to suggest to amount equal to $1.287,866.000. 

the Senator from Missouri that the laws which bn~e been Ur. GALLINGER. Mr. President, has the Senl'ltor mnde any 
pas ed and which it is proposed to pass are not for the benefit calculntion ns to the amount that might be issued under the 
9f the banks, but for the good of the peo]lle. We are not in· proposed amendment pronded all the State ,banks took adYan· 
tere ted now in enlnrging the Federal reser~e system. 1f the tage of it? 
State banks after tbey have bad this experience, should prefer :Mr. S~IOOT. Ot course, the amount of the capital and sur­
to go bnck to the .Stc'lle Jaw and live under that law. it would plus of the State banks of the country is at lenst three times 
not be detrimental to the Federal reserve system. I do not see, the amount of the cnpital and surp:us of the national banks, 
1f it were to th~ interestS of the people that State banks should and therefore their issue could be three times as ~eat. 
remain under the State laws. why any-one should insist .upon I will continue now and say this: On August 19, when these 
the.ir bein(J' members of the Federal resene association. figures of capital and surplus were reported by the Tre ·1 sury 

l\Ir. REED. 'To expl-ain that would involYe the statement of Department, there bad been issued up to that date emergency 
many reasons; but I insist that since we ha'\'e adopted the currency to the amount of $154.085.000. That is to say, on Au­
Federal resene system-wbicb means that the Go•ernment of gust J9 there still could hare been i sued by the nntion •1 bnnks, 
the United Stntes is practically bac"k of the bnnh.'ing system of if they had the security and made applica tion, $1,441,951.0~0. 
this country-therefore all banks receiving the benefit of it ought I felt, l\1r. President, on account of the stntemeuts I have 
to be willing to come in and become n part of it. made in tbe discus ion upon se•ernl occa~;ions, thnt I ou~bt to 

1\Ir. SHAFROTH. Not only that. Mr. President. but I sug- put the correct figures in the RECORD, and not, as we have been 
gest that the Stnte bnnks ba~e certain pTi~ileges o•er the na- doing, state offhand what they were. 
tional banks. and if we are going to ·extend the Federal system Mr. President, I do not want the Senator or the Sennte to 
to the State banks without any responsibilities .or liabilities' take my word in this matter. I will take the tntement directly 
upon their part such as are impoRed upon the nRtional bunks. from the Treasury Department. Tb:s is what the Tre s11ry 
the national banks will desert the Federal system and seek Department says; I will read It. so thnt the Senate can see that 
State charters. Thnt is what they will do, and therefore we the figures are exactly as I stated they were: 
will ba ve no Feder::~ 1 system. . The n.mount of addition 1 currency !!'sued or directed to be lssued 

Mr. REED. 1\lr. President, I desire to propose a UDRnimous- under the TJrovisions of t e Aldrich-Vreeland ActJ.. a.s amended by the 
consent agreement, but I wish to make a preliminnry state- Federal reser• .e act and the act of Augnst 4. lul4, frnm • U'! " St 3, 
ment. It was expected that this short bill when it WHS intro- 1!}14, to An;rust 19. 1914 (no currency had been issued under this act 
duced would be enncted into law and be put into effect at once, prior to August 3), was $154.085,000, leaving-
and that it benefits to the country would be realized nt once. Now, note what the department says-
It hns been here nenrly a week. and we have been discu sing it leaving $1,287,866,000 still issuable in the discretion of the Secretary 
now about three dnys; I think that we ba•e discussed it until -of the Treasury. 
e•erybody understands it, and I thlnk we ought to digpose of Then in this letter the Secretary goes on and tells to wh:l.t 
the amendments as they come nlong with but short debate. I States the emergency currency has been issue:i an,t what the 
do not believe it is nece ~sary to ha•e great, long discussions on applications are for additional C11Trency. 
a proposition that is so simple -ns thls find in so smnll a com- : l\Ir. President, I sympathize greatly \Vith the position taken 
pass, and, while I mny be tnking a wrong view, I wish to sug- ·hy the Senator from Georgia :[l\lr. Sli1ITH]. The object the 
gest to the Senate the following: _ Senator has is to reach the RIIlall fnnuer wtth a few bales of 

It is agreed by ·unanimous -consent 'that not 'lat-er . than ·2 ·o'clock-- · cotton who desires to make a loan from his local bank. lf his 
', tf'.' J !oi•i 
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State is the same as· my State, there are three tiniCS .as many INTERNATIONAL. CONFERENCE ON wo.R:i.n'"s PRICE OF STAPLES. 
StMe bank:;; in it as there at·e national banks, and the State I 
banks are ·generaUy located in the- sparsely sett1ed districts of Mr. FLETCHER. Mr. President, ~ ask .unanhnous co~s~nt 
the State. The depo"its of these bank.c:; are not large. Their 1 that the- Senate proceed to the cons1deration of House Jomt 
power to loan-is limited. resolution 311. It is Order of Business 678. The joint resolu-

If the regular channels of trade were open and the buyers ~Ion was taken up on ~esterday, but ~e Senator from Wash~ 
were there _purchasing the cotton by the bale and paying for it mgton [M~. JONES] obJected. at. that ti~e .. I understand he 
as usual, these little banks would have more money than they does not wish to press ~he obJectwn :;t thiS tune. . . 
would know what to do with at this time of the year. That Is . Mr. :TONES. I desue to say 'Yl~ refer~nce to the JOmt 
the case all over the United States immediately after the sale resolutiOn that I shall make no obJection to Its passage. I do 
of the farmers' annual crops. To meet the present emergency not understand that it obligates the United States in any way 
is the object of the amendment of the Senator from Georria. to carry out any convention that may be arranged pursuant to 

1\Ir. President I reeoanize the fact that tf that ame~dment it, but we will be entirely free to consider it on its merits. So 
were _adopted I 'could p~int to the fact, if I desired to oppose I shall make no objection to the- passage of ~e ~oint resolution. 
it, that it would inflate the currency, and if every State bank The V!CE ~RESIDEN~.. Is there .. any obJection to the pres· 
should take advantage of it the- amount of the inflation would ent consideration of the JOIDt resolution? 
be $3,000,000,000. But are they going to do it? In my opinion Mr .. GA~LINGER. Mr; P:esident, I shall not o~ject; but 
they are not. Again, it is only temporary. We refused this what IS gom~ on. now emphasizes the fact that we might ?etter 
morning to reduce the rate of interest for the first three m011ths have a morrung hour rather than have a recess and then viOlate 
from 3 per cent to 2 per cent. I wish now, Mr. President, that the rules o~ the Se113:te ~Y admitting mor~g busin~ss. 
the Senate would increase the rate of interest from one-half of 1 There bemg no obJection, the Senate, as m Committee of the 

· per cent per month to-1 per cent per month. That would drive Whole, proceeded to consider the joint resolution, which is as 
the emergency currency out of circulatio~ which we all admit follows: 
ought to be done as soon as the emergency ceases to exist. Resolt:ed, etc., That In accordance with the authority for letter ff) 

If it were not !or the conditions as they exist to-day, I may of article 9 of the treaty establishing the institute, which provides 
· that it shall .. submit to the approval of the Governments. if there be 

say the suffering that many of the farmers of th.\s country are need. measures for the protection of the common interests of farmers," , 
passing through and the utter impossibility of realizing upon the American delegate to the International Institute of Agriculture is 
what they have produced, there would be no justification for this hereby in structed to present (during the 1914 fall sessions) to the per-

manent committee the following resolutions. to the end that they may 
amendment. be submitted for action at the general assembly in 1915, so as to per· I 

E:or the reasons stated by me, however, I favor it, with a mit the proposed ctmference to be held in Rome during the fortnight 
clear knowledge and a distinct understanding that it is against preceding the session of the general assembly of the institute in 1917' 
the best financial thought of the country. If it were standing RESOLUTIONs, 

upon its own merits, at a time when conditions were normal in The general assembly instructs the International Institute of Agrt-
this country and in all the world, I would no more- think of culture to invite the adhering Governments to participate in an inter-
voting for it than I would put my arm in the fire. national conference on the subject of steadying the world's price of 

· the staples. 
I favor it simply to relieve the situation by saying to the This conference shall consist of members appointed by each of the 

State banks of this country: Under this emergency you shall Governments adhering to the institute, and is to consider the advisa· 
stand upon the same footing and the same basis as the national bi!ity of formulating a convention for the establishment of a perma- 1 

nent international• commerce- commission on merchant marine and on 
banks. • If your security is just as good, if you· comply with ocean freight rates with consultative. deliberative, and advisory,! 
the law, if your examination by the Treasury Department re- powers. 
veals tbe fact that _you are as sound as the national 4anks Said confE-rence to be held in Rome during the fortnight preceding 
wWch form the currency association to which application is the se sion of the general a.'3sembl of the institute in l!J17. 
made, and if found to meet these conditions the State bank The joint. resolution was reported to the Senate without 
shall have a right to issue emergency currency on the same amendment, ordered to a third reading, read the third time, 
basis as the national banks. and passed. 

Mr. SMITH of Michigan. Mr. President, if the Senator will 1\Ir. SHAFROTH. Mr. President, I hope the Senator from 
permit me, I do not think State banks generally will avail Georgia [Mr. SMITH] will have his amendment ·printed, so that 
themselves of this privilege-- we can all have copies of it. 

1\Ir. SlCOOT. I am quite sure they would not. Ur. S~IITH of Georg1a. I have sent it to the printer. 
Mr. S~!ITH of Michigan. Even if you should make a eon- Mr. JONES. Mr. President, I will ask the Senator from 

dition prec.edent that they join the Federal reserve system. Indiru1a whether this practice of having recesses is going to be 
Some of the most prosperous banks in the country are State kept up until Dec.ember? 
banks. While the inspection is in every way as thorough as Mr. KERN. I am not authorized to speak for the Senate. 
national banks, and the State laws · equally exacting, I am Speaking for myself, my opinion is that it will not be. As r' 
sorry that the admini tration feels that it is necessary to stated the other day, there will be an opportunity for a morn· ' 
liberalize the emergency currency law to meet present exigencies ing hour. 
which are in no way related to this ~:mbject, but, as we must :Mr. JONES. I ·hope that situation will come about before 
submit, let the changes be as few and as wise as possible. ery long. 

1\fr. Sl\fOOT. Yes; and I will say that the inspection in my 
own State is just as rigid as the inspection by the Government 
of national banks. In fact, I think our State bahk commission 
is a little more particular than the Treasury Department in the 
examirultions that are made. 

1\Ir. Sl\UTH of Georgia. I think the examination in Georgia 
of the State banks is more careful. 

.Mr. S~100T. The reports the State bank examiner make are 
more in detail than the reports of the Go>ernment They not 
only make a report covering all of the requirements of the Gov­
ernment report, but they have quite a .number of additional 
requirements that the Government does not have. 

I wish to say, as I started to say just before I was inter­
rupted, that if the Aldrich-Vreeland Act is extended at any time 
between now and July 1, 1915, the date of its expiration, or if 
it is attempted to be extended, I want it distinctly understood 
now toot if I am in the Senate of the United States this amend­
ment will not be included in. the extension if I can pre•ent it. 
In. order that there may be no mistake about it. no mistake 
about my position that I consider this an emergency matter 
pure and simpie, I wish to make the statement now, so- that 
my vote may be understood when I cast it against the exten­
sion of the act with this amendment in it. 

I will ask the Senator from Missouri if. be intends to continue 
further to-night the consideration of the bill? 

~1'1·. REED. I intend to move to take a recess just as soon. as 
I cari get the floor. 

Mr. SMOOT. I will yield the floor now for that purpose. 

MESSAGE FROM. THE HOUSE. 

A message from th.e House of Representatives, by J. C. South, 
its .Chief Clerk, announced that the House agrees to the report 
of the committee of conference on the disagreeing votes of the 
two Houses on the amendments of the Senate to the·bill (H. R. 
15613) to create- a Federal trade commission, to define its 
powers and duties, and for other purposes . 

The message also announced that the House had passed a 
joint resolution- (H. J. Res. 339) to correct an error in H. R. 
12914, in which it requested the concurrence of the Senate. · 

ENROLLED BILLs; ~ JOINT RESOLUTIONS SIGNED. 

The message further announced that the- Speaker of the 
House had signed the following enrolled bills and joint resolu­
tions, and they were thereupon signed by the Vice President: 

S. 1369. An act for the relief of the Snare & Triest Co. ; 
S. 4182. An act to authorize the installation of mail chutes 

in the public building at Cleveland, Ofi:io, and to appropriate 
money therefor; · 

H. J. Res. 334. Joint resolution to amend an act entitled "An 
act granting pensions and increas-e of pensions to certain sol­
diel'S and sailot"s of'.the Ci-vil War and certain widows and de­
pendent children of· soldiers and sailors of said war," appro\ed 
July 21, 191.4; and 

H. J, Res. 337. Jofut resofufion tC>' provide for representation 
of · foreign Governments growing outi or-existing hostilities in 
Euro_pe and elsewhere, and for other purposes. · 
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HOUSE JOINT RESOLUTION REFERRED. 

H. iRes. 339. Joint resolution to correct an error in H. R. 
12914 was read twice by itS title and referred to the Committee 
on Pensions. 

WILLIAM B. CUSHING CAMP. 

The VICE PRESIDENT laid before the Senate the amend­
ment of the House of Representatives to the joint resolution 
(S. J. Res. 121) authorizing the Secretary of War to furnish 
one United States garrison flag to William B. Cushing Camp, 
No. 30, Sons of Veterans, which was, in line 4. after "to" 
where it occurs the second time. to insert " the Commissioners 
of the District of Columbia fo.r the use of." 

Mr. KENYON. I mo\e. that the Senate concur in the amend-· 
ment of the House. 

The motion was agreed to. 
WATER SUPPLY OF SALT LAKE CITY, UTAH. 

The VICE PRESIDENT laid before the Senate the amend­
ments of the House of Representati\es to the bill (S. 4741) for 
the protection of the water supply of the city of Salt Lake 
City, Utah, which were, on page 3, line 22, to strike out " at 
the expense of and," and on page 3, line 23, after "with," to 
insert "and at the exclusive expense of." 

1\Ir. S:\!OOT. I move that the Senate concur in the amend­
ments of the House. 

The motion was agreed to, 
RECESS. 

Mr. KERN. I mo'\"e that the Senate take · a recess until 11 
t>'clock to-morrow morning. 

The motion was agreed to; and (at 6 o'clock p. m., Thursday, 
September 10, 1914) the Senate took a recess until to-morrow, 
Friday, September 11, 1914, at 11 o'-clock a. m. 

HOUSE OF REPRESENTATIVES., 
THURSDAY, September 10, 191.4. 

The House met at 12 o'clock noon. 
The Chaplain, Rev. Henry N. Couden, D. D., offered the fol-

lowing prayer : · 
Once more, Almighty God, are we permitted under Thy proYl­

dence to lift up our hearts in gratitude to Thee for life and its 
gracious privileges, especially for the intellectual, moral, and 
spiritual endowments with which Thou. hast blessed us; for 
the patriotism which ga>e us our Republic, and which through 
all the vicissitudes of the past has preserYed it and made it 
the cradle of liberty for all the world. Help us more and more 
to appreciate the sacredness of American citizenship, that we 
may rise aboYe all selfish considerations to supreme loyalty and 
deYotion to our flag and all that it represents. In the spirit of 
our Lord and l\Iaster. Amen. 

The Journal of the proceedings of yesterdag was read and ap-
proved. 

ENROLLED BILL SIGNED. 

The SPEAKER announced his signature to enrollecl uill of 
the following title : 

S. 4182. An act to authorize the installation of mail chutes in 
the public building at Cleveland, Ohio, and to appropriate money 
therefor. 

BRIDGES, WISCONSIN AND MINNESOTA. 

Mr. MILLER. Mr. Speaker, I ask unanimous consent to re­
con ider the 'Vote by which the bill (H. R. 17762) to amend an 
act approved February 20, 1908, entitled "An act to authorize 
the Interstate Transfer Railwav Co. to construct a bridge across 
the ' St. Louis Ri•er between the States of Wisconsin and Min-

, ne. ota," and the bill (H. R. 15727) authorizing the county of St. 
Louis to construct a bridge across the St. Louis Ri\er between 

' Minnesota and Wisconsin were passed last Tuesday, and that 
.they be restored to the Unanimous Consent Calendar. 

Mr. ADAMSON rose. 
The SPEAKER. What are the numbers of the bills? 
Mr. MILLER. H. R. 17762 and H. R. 15727. 
1\fr. ADAl\fSON. Mr. Speaker, resening. the right to object, 

I wish to say that those two bills were passed under a misappre­
ihension on Tuesday and ha>e gone to the Senate. I had risen 
for the purpose of asking unanimous consent that they be re­

\called, and that the Senate be requested to return them to the 
1 Bouse, wlilch I think would have to be done before they can be 
reconsidered. · 

' ,. Mr. MILLER. If the ge~tl~man from · GeQrgla wlll permit 
lne, the enrolling clerk 1·etalned the~ t_w~ . bins.- . They are 

not in t~e possession of the Senate, so that they can not be 
returned. 

1\Ir. ADAMSON. I was not aware of that.. I have no objec­
tion to the gentleman's request, Mr. Speaker. 

Mr. MILLER. There was an agreement that they should not 
be considered at this time. 
· The SPEAKER. The gentleman from 1\finne. ota [Mr. MIL­

LER] asks unanimous consent that all the proceedings by 
which th~ bills H. R.· 17762 and H. R. 15727 were passed be 
vacated, and that they be restored to the Unanimous Consent 
Calendar. ' · 

Mr. THOl\ISON of Dlinois. Reser"Ving the right to ouject, 
:Mr. Speaker, may I ask what these bills are? 

Mr. MILLER. Two bridge bills, fo1· bridge across tlle St. 
Louis River, in my city. · 

Mr . .1\IA!\"N. I think these bills should be re. tored to 11le 
Unanimous Consent Calendar. 

Mr. MILLER. That was part of my -request. 
The SPEAKER. Is there objection? [After a pause.] The 

Chair hears none, and the bills will be re tored to the Unani­
mous Consent Calendar. 

FEDERAL TRADE COMMISSION. 

Mr. ADAMSON. Mr. Speaker, I call up the ·conference report 
on the bill (H. R. 15613) to establish an interstate trade com­
mission. 
. The SPEAKER. The Clerk will report the bill by title. 

The Clerk read as follows : 
H. R. 15613. An act to create an interstate tt·ndc commission, to de­

fine its powet·s, and :tor other purposes . . 

Mr. ADAMSON. Mr. Speaker, I ask unanimous consent that 
the statement be read in lieu of the report. 

The s·rEAKER; The gentleman from Georgia [l\!r. ADAM­
SON] asks unanimous consent that the statement accompanying 
the report be read in lieu of the report. Is there objection? 

There was no obj'ection. 
Mr. ADAMSON. Part of the statement consists of copie. 

of bills, and it is not pecessary that the Clerk should reall 
them. 

1\Ir. MANN. He had better read the report. The report, I 
think, is shorter thnn the statement. 

1\Ir. COVIKGTON. Not excluding the original House bill and 
the Senate bill, which are incorporated in the statement and 
not in the report. 

Mr. MANN. I do not think it is nece ... sary to omlt part of 
them. 

Mr. COVINGTON. Mr. Speaker, if I ma'y be permitted, I 
think I lmow what the gentleman from Illinois LMr. MANN] 
reallv seeks to cover. I would supplement the unanimous­
consent request of the gentleman from Ge-orgia [Mr. ADAMSON) 
by asking that the report be t·ead, including the stntement, but 
that there be omitted from the statement the two o.riginal bills. 

Mr. 1\IANN. It is not necessary to read the statement under 
the rules if the report itself is read. . 

The SPEAKER. The Clerk will read the report, leaving out 
the printed bills. 

Mr. MANN. Nothing' is to be left out of the report. 
Mr. ADAMSON. Mr. Speaker, I wish to modify my reque. t 

and have the report read and not the statement. 
The SPEAKER. The gentleman from Georgia asl.;:s unani­

mous consent that the report be read. · 
1\Ir. 1\IADDE.N. Mr. Speaker, this is a bill that affects all 

the business of the United States, and it ought to be consideretl 
fully. It is a bill that seeks to regulate every lm iness in the 
United States, and I think there ought to be a quorum of the 
membership of the House present, so that all the elements of 
the business of the country will be represented on the floor 
while it is being enacted. I therefore suggest the absence of 
a quorum. . 

1\Ir. ADA...\ISON. I think the gentlell!an should ha"Ve made 
that point before the prayer, so that the Members could have 
got that too. [Laughter.] 

The SPEAKER. The gentleman from Illinois [Mr. MADDEN) 
makes the point of order that there is no quorum present. The 
Chair will count. [After counting.] One hundred an fifty­
one gentlemen are present-not a quorum. 

Mr. FITZGERALD. Mr. Speaker, I move a call of tlle 
House. · 

The SPEAKER. The gentleman from New York [Mr. FITZ· 
GERALD] moves a call of the House. '.£he question is on agree· 
ing to th-at motion. · 

The motion was agreed to. 
The SPEAKER. The Doorkeeper will close the doors, the 

Sergeant-at Arms will notify the absentees, and the Clerk will 
call the roll. 
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The Clerk called the roll, and the following Members failed t01 under such rules and :regilfations- as- may -be· prescribed by the 

:mswet~ to their names~ . : 1 eommission and by the- Civil Service . Commission. 
Aiken 'l' _, Finley Kiess, Pa. ,-.· Pfu-uh "All o-f · the e:x:penses of the -commission, including all neces-
Ansberry Flood; Va. Kirrrlel - · '- < .Ra~sdale sary expenses for transportatio-n- incurred by the commissioners 
AAnusthti~nY,-" ..... .- • >Floyd, Ark. . Kinkead,-N. J~ · Ramey. or· by their employees under their orders, in makiil~ 'any· in-

u • - Gallagher _ Know land .. -.r:: R. Rothermel = 
Barchfeld George Korbly Sabath' • vestigation, 01~ upon official b·usiness in any other places than in 
Bartlett · j{tn~.· Gerry Kreider ·' ; Saunders the city of Washingto-n, shall be allowed and paid on the 
~~r:o~d~bGe~e~k:~ gG~o~r_-m;ra·nn, ~- C. r~~gle · · · ~~1;.~: ~~~~~tion of itemized vouchers therefor approYed by the com-
n Lewis, Md. Smith, Md. . 
Brown., N.Y. Graham, In. · Iiewis, Pa. SDiltb; Minn. . "Until otherwise provided by law, th-e commission may · rent 
Drowning Graham, Pa. Lindquist Smith, )S'. ~ Y. suitable offices for its use. 
~urke, P:. c gn;en;, Vt. ~oc~Iehan ~~~~~erson - " .The Audito.r for the State and Other Departments shall re-
cKfdee:, · · Grl~n - McGillicuddy Stringer . ceive and examine- an accounts of e:1-:penditures of the commis-
Carew Guernsey Mahan Sutherland I sion. ' J" 

8!~~n ~!~~~ ~:~~~ ~:~~it~er "SEc. 3. That upon the organization of the commisslon -and 
Connolly, Iowa Helm - Mer-1'itt Taylor, N.Y. eJection of its chairman, the Bureau of Corporations and the 
Copley Henry Metz Underhill offices of" Commissioner and Deputy Commissioner of Corpora-
8~~~J'Y ~~~~ey ~~~~afv.¥~. ~~it~ad ' tions shall cea·se to exist; and all pending investigations and 
Doughton. Hoxworth • Murdock Watkins proceedings of- the Bureau of Corporations shall be continued 
Eag~ .- Hughes, W.Va. 'Nelson Webb .• -. by the commission. 
~?d~~nds ro~~~hreys, Miss ~~~~~ ;B~~~ N. Y. "All clerks and employees of said bureau shall be tt·ansferred 
Estopinal Kahn 1,. Patten, N.Y... Win!'low to and become elerks and employee~ of the commission at their 
Faison · Kelley, Mich. Peters . Woodruff present grades·and salaries. Al1 records, papers; and property· of 
Fess )rent (' Powers Woods I the said bureau shnll become- records, paper.s, and property of 

-• The SPEAKER,fl On this roll 319 Members have answered -to the commission; and all unexpended funds- and apprppriations 
the-ir names----:-a quorum. _ ; for the use and maintenance of the said bureau, in~Iuding any 

1\fr. FITZGERALD. I moye to dispense with · further pro-- : allotment already made to it by the Secretary· of Commerce 
ceedings under the call. · 1 from the contingent appropriation for the Department of Com-

The motion was agreed to. merce for the fiscal year 1915, or· from the departmental print-
The SPEAKER. The Doorkeeper will unlock the doors. ing fund for· the fiscal yearr 1915, shall become funds and appro-

FEDERAL TRADE COMMISSION. 1 priations available to be expended by the commission in tb.e 
· - - · · I exercise of the ·powers-, authority, and duties conferred on it 

Mr. ADAMSON. 1\fr. Speaker, I wish to withd,l'aw the re- h- th' t 
que~,~ f<?r the · teading of the statement and to allow the con- ; uy~: Th~ ~~lncipa"f offi'ce of th~ c~mmission shall be in the city -of 
ference report to be read. . _) . h 

The SPEAKER. The Clerk will read the conference report. Was ington, but it may_ meet and exercise all its powers at any 
· other place. _The co~i~sion may, by one or more of its mem-

.The Clerk read t4e conference report, as follows: 
1 
bers, or by · such examiners as it may designate; prdsecute any 

CONFERENCE REPORT (No. 1142). · inquiry necessary to its duties in any part of the Unlted States. 
The committee of conference on the disagreeing votes of the "SEc. 4. That the 'wot~ds defined in this 'section shall have the 

two ·Houses on the amendme!!ts of the Senate to the bi~ (H. R. following meaning when found in this ac;t, t<_? wi~ : . . _ . 
15613) t<_? create an interstate tr'ade ·commission, to define its '"Commerce' means . commerce _among tq.e sever~! , Sta~es or 
powers and duties; and -for other purposes, having met, after with foreign nations, or in any Territory of the United States 
full mid free conference have agreed 'to recommend mid do rec- or in the District of Columbia, or between any such Territory 
ommend to their respective _ ~ouses as follows: _ and another. or ~etween any_ sue~ 1;'erritory and any State or 

That the House recede from its disagreement to the amend- foreign natiop, or betw~en the District of Columbia and any 
ment of the Senate1 and agree to th.e same with an amendnient State or Tehitory or foreign nation. - · 
as follows: · ~ · ._ · ._ "'Corporation.' mean~ any; company or . association incor-

In lieu ·of t~_e matter inserted by said amefid.Qlent insert: porated or unincorporated, which is~organized to carry on busi-
" 'That "a commission is hereoy created ·and,- established, to ness for profit and has shares of capital or capital -stock, and 

be known as the Federal Trade Commission (llereinafter re-' any company _ or association, incorp<?rated or unincorp9rated, 
ferred· to ·as ; the commission), which ·shan be cothposed of five wJthout shares of capital o_r cap~tal st~k, except pa:r.tnftrships, 
coll_lp:.issiorrer~; who shall be -app:<)inted .OY the Prestqent, by and ' which is organiz_ed to carry on busip.ess for -its own profit or 
with' tlie advice· and consent of Uie S~nate: Not more 'than ·three. that of its members. . 
9f. ·tl.l.e commissioners shall be menibei·~ .of th_e ·: same -,P9Iitical _ "'Documentary evid~nce' means all documents, pape-rs, and 
p£\rtj. · The first commissioners appointed shall ~olitii:iue in· correspondence in existence at and after the passage of this act. 
office for terms of three, four, fh~e, six, and seYen yeu_rs,·· res.p~ "'Acts to regulate .commerce • means the act entitled 'An act 
tlvely, from 'the da,te ··of the taking effect of tb,i~ "p'ct, fthe ~term to regulate commerce,' approved February 14, 1887, and all acts 
of··each to be "desig'~1J-ted by the President, but ttiefr f?Ucces89d amendatory thereof and~ supplementary thereto.' 
shall be appoinedfol.· terms of se•en yeai·s, except 'that any per-' "'Antitrust acts' means the act entitled 'An act ~o _protect 
soh chosen to~ fi:ll · a -vacancy -shall be appointed only f'or the· unex... ·· trade and commerce against unlawful restraints and monopolies,' 
pired term of the commissioner whom he shall succeed. The· ' approved July 2. 1800; also- 'the sections 73 to- -77, iiiclusiYe, of 
commis ion shall choose a chairlllllll fronr its own membership-. an. act entitled 'An act to reduce taxation, to provide" revenue 
No commissioner shall engage in any other-· business, ·vocation, for the Government, and for other purposes;• approved August 
or employiiH~nt. Any commissioner may be remoyed by the 27, 1894; and also the act entitled 'An act to amend sections 
President for inefficiency; neglect of duty, or malfeasance ill 73 and 76 ,of the · ac't of August 27; 1894,' entitled "~-\n act to 
office. -A vacancy· in the connnission shall not impair -the right reduce taxation, t9 p~ovi~e re~~riue · for the Go\'"ernment, and 
of the remaining commissioners to exercise all the powers of for other purposes,' " approv,ed February 12, 1913. 
the commission. · . "SEc.'5: ,That unfair methods- of competition in commerce are 

'~The COIIlU1ission .shall have an._ official seal, which shall be hereby ~dared unlawful. · -
judicially noticed. ~ _ " The"' commission is, hereby empo_wered and directed to pre-

.. SEc, 2. That" each commissioner shall receive a salarY- ot · vent;- ~rs!J~~ •. partn~!'SJ¥P,s. o-r c~.~po~at~on~, except ba0;ks, and 
$l0,000 a year, payable in the same manner as the salaries of common car~ers subJect to thEl ac\s,, to regUlat~. commerce, from 
the judges of the courts o-f the UWted States. The colhlnissiou using unfair methods of competition in commerce. · 
shaH appoint_ a secretary, who. shall receive a saliuy: of $5 .. 000 "Whe;never the commission shall ~ve'_ reason to_ belieYe that 
a yenr, pnyabTe in 1ike manner, and it shall have authm·ity to any such 'pe'rson, {mrtnership, orcorporation has been or is . using 
employ and fix the compensation of-such attorneys,_ special ex- an3~ unfair metbod of coml_letition in co-mmerce. and if it _shall ap­
perts, exnminers, clerks, and other employees ns ·it may from pear _to the commiss~<?n that a pro~eeding by it in resp~t thereof 
tipJe to- time _find necessary for the proper p..erformauce of its woulq be ~to the- intere-st of the public, it shall issue and serve 
duties and as may be .. from time to time appropriated fo.t by.: upo,n sQ-ch pe~soll. pnrtn~rship.- o:t corporation a ' c~rppla~nt stat­
Congress. . . ~~ its -charges-. in th):\t _ resp~t, and c.~ntai~il}g a notice. of a 

"With the exception of the secretary~ a clerk ro.each commis- , bearing npo_n1_ a~<J,ay i:;tp.cl fl,t a p~ace therein- fixed, at least 30 days 
sioner, the ~1.tto~n~ys, ,and sqch special e.:q1erts pnd examiners after the se-:r.vice_ of said ·oompla.in.t. The person, ,p_:;trt}lership, 
as the commissiop. ~ay from time to time find. necessary for _ the or co.rporat~9J?- . ~O co.n;tJj)Jained. ~f- _s;h.'lll ha\e th~· l1_ig~t_ to avpear 
conduct of its worlt, all employees of the coiiUllissi~n.: sh.a1l be a. at tl;l~ . t)-fuc~ ~1?-ci: _t~~e ~ fix¢, ~nd sh.~w c~use why ,~n order 
part of the classified civil service, and shall enter · the service should not be ·ente·red by the commission requiring such perso:'a, 
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partnership, or corporation- to cease-a.nd- des-ist from: the viola­
tion of the law so charged in said complaint Any person, 
~rtnership, or corporation may . make application, and upon 
gOod cause shown may be allowed by the comtnission, to lnter­
yene and appear in said p~;pceed~g · by counsel or in person. 
The testimony i.n any such proceedi,ng_shall be reduced to writ­
ing a.nd filed in the office of the eommi~ion. If upon such· hear­
ing the commission shall be o:t. the opinion that the method o:t 
competition in question is prohibited by this act, it shaU make 
a -report in writing in which-it shall state its findings as to the 
facts, and -shall iSSUe and CaUse to be served Qn t;UCh perSOn, 
partnership, or rorporation an - order requiring ~h person. 
partnership, or corporation to cease and des.ist tl:9m. using sueh 
method-of competit_jon. l!ntil a transcript of the recQrd in such. 
hP.uring- shall have ~n filed tn a circuit C<?Urt of appe~~tJ of the 
United- States. as hereinafter provided., the commissiOJ.l may at 
any time, upon .such· notice find in such ma.nner as It ha1l .deem 
proper, modify or set aside, in whol~ .or in part, a~y: report o:r 
any order ma<le or issued by it under this section:; -- -·· 

"If such person, partnership, or corporati<?n tail.s or neglects 
to obey -such order -of the commission while the _ agte Is in effect, 
the commission may apply to the circuit court-of appeals of the 
United States within any circuit ~~ere the. Jnetllod .of compe­
tition in qqestlon was used -or where such {)e-';SODr part;nership 
or corporation resides or carries on · business, for ·the enforce­
ment of its order, iuid ~;~hall . certify and file ·wit.n: its application 
a · transc;ipt 9f the entire ·record i~ the proc_OOdil}g, !ncluding 

the testimony taken and the · report and order: of th~ ~om­
prlss1on. Up~n such filing of the a.PP!iCiltion and trap..scriJ>t the 
court shall eause notice thereof to !>~ serv~ .upon s_u~h- person, 
partnership, or corporation, and thereupon -sball · have .jurisdic-­
tion of the proceeding and of the questlon determined therein, 
and shall " ha vej power to make ·and ~nter upon- the pleadlngs,­
testimony, and proceedings st: forth -in such transcript a decr.ee 
affirming, modifying, or setting aside the o~er ot the commis, 
slon. The findings of the commission ~ a to · the facts, i:t' sup-. 
ported by testimony, shall be conclusive.:' .~If~ either ·party shaH 
aJ>p1y to the court for leave to adduce addltloua1 ·evidence, and 
shriJI show- to the satisfaction of the courLthat ·such addJtlonnl 
evidence is material and that there were reasonable.- grounds 
for . the failure to adduce such evidence in the -proceeding 
before the · commission, the court may order such additional 
evidence to be taken before the commission and to be adduced 
upon the hearing in such manner and upon such terms and con­
ditions as to the cotrrt may seem proper. The commission may 
modify its findings as to the facts, or make new findings, by 
reason of the additional evidence so taken, and it sha-ll file such 
inodified or new findings, which, if supported by testimony, 
shall be conclusive~ and its rec9mmenC,.ation~ if any, .for the 
modification or s.ettlng aside of its original ordE?r, with the re-_ 
turn of such additional -evidence: . The judgment and decree 
of the court shall be final, except that the same shalJ be subject 
to re,·Iew- J>y the Supreme Court upon certiorari l;lS provided 
i.n section 24.0 of the Judicial Code. . _ 
• ''Any ~party re<}uired by such order of the commission to cease 
and desist from using such method of competition may obtain a 
review of such order In said circuit court of appeals by filing 
fn- the cmirt · a written petition praying that the order of t:JJ.e· 
commissiqn be set aside. A copy of such petition shall be fo ~­
with ser\·ed upon the commission, and thereupon the commission 
forthwith s],lall certify and file in the co~rt ' a, ti~ap.script of· tl.J;e 
re'cord as hereinbefore provided. · Upon :the _ fil~ng ~f the tran­
script the court shall have-· th'e same ' jurisaiction to affirm, set 
aside, or modify ~he order -of the commission· as in the-- case of 
a.ii aL1plicatfon by tfie commission for. the enforcement of its 
order, and the findings of · the commission as to the fa_cts, i.f 
supported by testimony, shall in like manner be conclusive. _ 

" The jurisdiction of the circuit court of appeals oj .the United 
States to enforce. set aside, or modify orders of the- commission 
shall be exclusive. _ · 
~ Such proceedings in the Circuit court of appeals shall be 

giyen precedence over other cases pendi.tlg· therein, and shall 
be in ev-ery way eJ..-pedi(ed. 'No- order of the commissj~n or 
judgment of the court to enforce t~ S8.1Jle'- 'shall in any wise re­
lie"re or absolve any person, partnership, or cor.l)<Wl.tlon from 
any liability under the antitrust nets. _ 
- " Con1plaints. orders, and other processes of the commlsaion 
imder ~Ws section may be sen-ed by anyone duly authoriz~ by 
tbe cominission, either (a) by delivet·ing ·a .copy thereof to the 
person to be ser_,·ea, or to a member of · tbe -partner8bip to be 
served, or to the president, secretary. -or other ~executiv-e! officer 
or ·a·-dtrector of the corporation to bew_r,red; .or (b) · by leaving 
a ':copy thereof -.8 t ·the princtpa~ ()ftlce ·oT t>lnce Of __ )?usipess of S~lCh 
person, Pn.rtn&-shlp, 'or corporation; or (c) :l>Y reglsterlrlg ai1d 
i:iift1Ung a oopy thereof ad~~ t())3Ucb ,Versgu,' ~'tnership, or 

corporation at hls or its · principal office or place of businesr •. 
'.rbe verified return by the person so serving said .complaint, · 
order, or otheT -process setting forth the ma.n.na- of said senice 
shall be proot of the same, and the return post-.ofJlce rece1pt for 
said COl:pplai.nt; ,orde.i; or ·other process --registered and mailed as 
aforesaid shall be proof of the service Qf the same. 

'-' SEo. 6. -That the commission shall also ha e . ~ .. 
" (a) -To gather and compile )nforiluition eoncerniiig~- ttlid to 

investt:,o-ate from tiJDe to -time the organization, busln ron­
duct .practices, and management of nny .corporation engaged in 
commerce, excepting ba.B.ks .and c~mmon carriers subject to the 
net to regulate commerce-, -and its relation to other corporation's 
.and to 1ndividuals, associations, and partnerships. · 

"(b) · o require, by general or specinl orders, corporations 
-engaged in commerce, excepting .banks, -and common carriers 
subject to the act to t•egulate commerce, or any class of them, 
or any of them, .tespectiyely, to file with the coruml 1on ln such 
form as the commission may prescribe ·annual or special, or 
both annual and speCial,: reports or answers in writing to pe­
ciftc question furnishing to the commission such information 
as it .may require as to : the organization, business, c·onduct, 
practice's, managemept, - and relation to 'other corporations, 
partnersblps, and individuals of th~ respecthe corporation~ 
filing SU<!h reports or answ~rs ·in writing. UCh reports and 
answer shall be made unaer '})ath, or otherwi e, as the · com~ 
mission' may prescribe, and shall be filed wlth the eof.nmls-: 
slon· withfn"-slich reasonable· ·period: as the commi-s ion may 
prescribe, unless additional time be granted in any case by the 
coiD.IIdsslon. .' r 

" (c) WbereYer a final decree lias been entered against nny 
defendant corporat~on i.n any suit brought by . the United State. 
to prevent and restrain any violation of the .antitrust acts, to 
make investigation, . u_pon its own initiative, of the manner in 
wh.ich- the deer~· bas -been or is being carried out, and upon 
the application of the Attorney General it shall be its duty to 
muke such investiga_tion. lt shall transmit to the Attorney 
General a report embod)'ing its findings and recommendations 
as a result of any: sueh investigation, and the report shall be 
made public in the discretion of t_he commission. · -

· " d) ppon the ·directioQ. of _t]le President or either House o!J 
Congress to •investigate and rtWort the facts relating to any 
alle~ed ·violations of the ::~-ntitrust acts by any corporation. 
. " (e). Upon the application of the Attorney General to investi­
gate and make -recommendations for the readjustment of the. 
business of any corporation alleged to be violating the antitrust 
acts in order that the corporation may thereafter maintain its 
organization. management, ·and conduct' of busl.ne :in .accord-
ance . with law. . - ; -. , . r - : 

"(f) To make pub!Jc .Jrom time to time such 11ottions of tlle 
information obtaiued by it hereunder, except trade ,secrets and' 
names of cus.tmner as Jt · hall -deem expedient in the public 111-· 
tere.st; &nd t<J~ mllk~ · nnua.t a.nd ~itll repprt to the 0ongre s , 
and to submit t;,h~J·ew~th -reco.IIliDendations for additional legis­
lation; a.nj} o-:proyi{je for the publication of its·reports and .d! -. 
~~ions 1n :mtcP tQ.rrp and manner as may be best udapteil tor 
p_u1-.lle ~~f~r.JD;atlon and use. . ·- ._ _ , 
: :'-. g). rpm, time to time to classify corporat'•'DS ,and to p1nke. 
~Ws a-9-~ r~gu.lations for the purpose of cu.rrying ,out the pro­
'f f.iiOBS of th~ tt(!t. . 
---"<br Tq. in\eStigate, ft:om time to tim~ trade corul~tlons . iu 
and wJth· foreign countries .where assoeUltlons combmatlons, 
or· practices· ot manufacturers, merchants, or traders, or · other 
conditions, may affect · the foreign trade of the United States 
and to · report to Congress thereon~ with such recommendations 
as it deems ·adviQable. · 

"SEC. 7. Thaf in any suit in equity brought by or under the 
direction of the Attorney General as provided in the antitrust 
acts. the court may, upon the conclusion of the testimony. 
therein U: ft shall ' be· then of opinion that the complainant is 
entitled to re1ief, refer said suit to the commission, as a muster. 
in chnrice-ry; to ascet·tain and report nn appropriate form of de­
cree therein. The commission shall proceed upon ·such notice to 
the parties and under such rules of procedure as .the court may 
prescribe, and upon ·the coming in·of such report such exceptions 
may ·be filed ·and sucfi proceedings had in relation thereto as 
upon the report of a master in · other equity causes, but the 
court may adopt or reject such report. in whole or in part, and 
enter such a. decree as the Jlature of the case muy in it~:~ judg-: 
ll,lEmt require. I 

"SEc. 8. That the several departments and bureaus of · the 
Government when directed by the · President sbnll furnish the 

· commission, u);)on its request, all records, pupers. nnd ·informa· 
t1on tn their possession relating to any corporation _subject to 
any of ·the ·provisions of this act, and shall detail from t:rue to 
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time such officials and employees to .fue commission a. lle may I juri~U.ictlon o~ the Un~ted States, or willfully mutilat~, alter, 
direct. or L>y auy other means falsify any .documentary evidence of such 
- "SEo. 9. That for the purposes of tllis act the commission, corporation. or who shall willfully refuse to submit to the com­
or its duly authorized agent or agents, shall at all rea onable mission or to any of its authorized agents, for the purpose 'of 
times have access to, for the purpose of examination, all{l the in~pection and taking copies, any documentary evidence of such 
:right to copy any documentary evidence of any corporation corporation in his possession or withiu his control, shall be 
being investigated or proceeded against; and the commission deemed guilty of an offense against the United States, and shall 
shall have power to require by subprena the attendance and tes- be subject, upon conviction in any court of the United States of 
timony of witnesses and the production of a.ll such documentary competent jurisdiction, to a fine of not less than $1,000 nor 
evidence relating to any matter under investigation. Any mem- more than $5,000, or to imp'risonment for a term of not more 
ber of the commission may sign .subprenas, and members and than three years, or both such fine and imprisonment. 
examiners of the commission may .administer oaths and affirma- "If any corporation required by this act to file any annual 
tions, examine witnesses, and receive evidence. · or special report shall fail so to do within the time fixed by the 

"Such attendance of witnesses, and the production of such commission for filing the same, and such failure shall continue 
documentary evidence, may be required from any place in the for 30 days after notice of such default, . the corporation shall 
United States, at any designated place of hearing. And in case forfeit to the United States the sum of $100 for each and et'ery 
of disobedience to a subprena the commission may inV"oke the day of the continuance of such failure, which forfeiture shall 
aid of any court of the United States in requiring the attend- be payable into the Treasury of the United States, and shall be 
ance and testimony of witnesses and the production of docu- recoYerable in a civil suit in the name of the United States 
mentary evidence. brought in the district where the corporation has its principal 

".Any of the district courts of the United States within the office or in any diRtrict in which it shall do business. It shall 
juri ·diction of which such inquiry is carried on may, in case of be the duty of the vai:ious district attorneys, under the direction 
contumacy or refusal to obey a subprena is ucd to any corpora- of the Attorney General of the United States, to prosecute for 
tion or other person, issue an order requiring such corporation the recovery of ·forfeitures. The costs and expenses of such 
or other person to appear before the commission, or to produce prosecution shall be paid out of the appropriation for the ex­
_documentary evidence if so ordered, or to give evidence touch- penses of the courts of the United States. 
ing the matter in question! and ~my failure to obey such order "Any officer or employee of the cqmmission who shall make 
of the court may be pumshed by such court as a contempt public any information obtained by the commission without its 
th~reof. . _ . authority, unless directed by a court, shall be deemed guilty 

Upon the application of the Att?~ey Gener~l of the Umted of a misdemeanor, and, upon conviction. thereof, shall be pun­
States, _at the request of the .co~~ss~on, tb.e distric~ courts of ished by a fine not exceeding $5,000, or by imprisonment not 
_the Umted State~ shall haV"e JUrisdictiOn to ~ssue writs of m~n- .exceeding one year, or by fine and imprisonment, in the discre-
damus commandmg any person or corporatiOn to comply with tlon of the court. · 
~be provisions of this act or any order of the commission made " SEc. 11. Nothing contained in this act shall be construed to 
m );ursuance ~~reof. . . . preV"ent or interfere with the enforcement of the provisions of 
. :r.he comnusswn may 01:der testm;10ny to ~e taken by d~pos1- the antitrust acts or the acts to regulate commerce, nor shall 

twn m any proceeding or mYestigatwn pend1_ng under this a~t anything contained in the act be construed to alter, modify, or 
at any stage of such proceeding or investi~tlon. Such depos1- repeal the said antitrust ~cts or the acts to regulate commerce 
ti?n~ may be ta~en before any P.er.son des1gnated by th~ com- or any part or parts thereof." 
11118-"lOn and havmg po~~r to admrn1ster oath~. Such testJ1:D?ny And the Senate agree to the same . 
. hall be red~ced. to wnting by the person takmg th~ deposition, That the House recede from its disagreement to the amend-
or under his direction, and shall then be subscnbed by the ment of tba Senate to the title of the said bill, and agree to the 
deponent. Any person may be compelled to appear and depose same 
and to produce documentary evidence in the same manner as · 
witnesses may be compelled to appear and testify and produce 
documentary evidence before the commission as hereinbefore 
provided. 

" Witnesses summoned before the commission shall be paid 
the nme fees and mileage that are paid witnesses in the courts 
of tlle United States. and witnesses whose depositions are taken 
'and the persons taking the same shall severally be entitled to 
the . ·::nne fees as arc paid for like services in the courts of the 
United States. 

·' :Ko person shall be excused from attending and testifying 
or from yroducing documentary evidence before the commission 
or in obedience to the subpoona of the commission on the ground 
or for the ren::;;on that the testimony or evidence, documentary 
or otherwise. required of him may tend to criminate him or sub­
ject him to n penalty or forfeiture. But no natural person shall 
be prosecuted or subjected to any penalty or forfeiture for or 
on account of nny transaction, mutter, or thing concerning 
which be mny testify, or produce evidence, documentary or 
otherwise, before the commission in obedience to a subprena 
issued bs. it: p,·ovided, That no natural person so testifying 
shall be ex£'mpt from vrosecution and punishment for perjury 
committed in so testifying. 

"SEc. 10. Thnt nny person who shnll neglect or refuse to 
Rttend and testify, or to answer any lawful inquiry, or to pro­
duce docnment:u-y evidence. if in his ]')ower to do so. in obedi­
ence to the subpceua or lawful requirement of the commission. 
sba!l be guilty of an offense and upon conviction thereof by n 
.court of competent jurisdiction shall he pnnished by a fine of 
not le:'is tbt'U $1,000 nor more tbnn $5,000 or by impriMnment 
for not more than one year, or by both such fine and imprison-
·ment. · 

"Any person who shall willfully make, or cause to be made, 
any false entry or st!"<tement of fact in any report required to 
.be made under this act. or who shall willfully make, or cause to 
be made. any false entry in any . account, record, or memoran­
dum kept by any corporation subject to this act, or who shall 
willfully neglect or fail to make, or to cnuse to be made, full, 
true. and correct entries in such accounts, records, or memo­
')"anda of all facts an(l transactions appertaining to the business 
of such corporation, or who shall willfully remove out of the 
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W. C. ADAMSON, 
'rHEros w. SIMs, 
J. Il.A.RBY CoviNGTON, 
F. C. STEVENS, 
JoHN J. EscH, 

Ma nagers on the pa1·t of the House. 
FRANCIS G. NE\'ILANDS, 
ATLEE PoMERENE, 
WILLARD SAULSHURY, 
MOSES E. CLAPP. 
ALBERT n. CuMMINs, 

Managers on the part of the Senate. 

The statement is as follows: 
STATEMENT. 

The House bill as it passed on June 5 last and went to the 
Senate was not considered for amendments in the Senate Com­
mittee on Interstate Commerce, but' instead there was reported 
to the Senate an entirely new bill, which was ::ubstituted foe 
the House bill, and which, with varieus amendments adopted 
in the Senate, passed that body on August 5 last. 

The conferees have hrought the original House and Senate 
bills into harmony by drafting a measure, within the limits of 
conference, the provisions of which embody the e sential fea­
tures of both bills. These two bills are for purpose'3 of com­
parison with the confer{!nce bill here set forth: 

HOUSE BILL • 

An act to create an interstate trade commission·, to define Its powers 
and duties, and for other purposes. 

Be it enacted, etc., That a commission is hereby created and estab­
lished, to be known as the interstate trade commission (hereinafter 
referred to as the commission) which shall be composed of three 
cQmmissioners, who shall be appointed by the President, by and with 
the advice and consent of the Senate. Not more than two of the com­
missioners shall be members of the same political party. The first 
commissioners appointed shall continue in office for terms of two, four, 
and six years, respectively, from the date of the taking effect of this 
act, the term of each to be designated by the PresideQt, but their suc­
cessors shall - be appointed for tPrms of six years, except that any 
person chosen to fill a vacancy shall be appointed only for the unex­
pired term of the commissioner whom he shall succeed . The commis­
sion shall choose a chaiL•man from its own membership. No commis­
sioner shall onga.ge in any other business, vocation, or employment. 
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Any commissioner may be removed by the President for inefficiency, 
neglect of duty, or malfeasance in office. A vacancy in the commlssion 
shall not impair tlle right of the remaining commissioners to exercise 
all the powers of the commission. 

The commission shall have an official eal, which shall be judi.cia.lly 
noticed. 

SEC. 2. That each comml sioner shall receive a salary of $10 000 a 
year, payable in t?e same mannpr as the salaries of the judges 'or the 
com·ts of tb~ Umted States. The commission shall appoint a secre­
tary, who shalJ receive a salary of $5,000 a year, payable in like man­
ner, and it shall have authority to employ and fix the compensation 
of sucb other offi.cials, clerks, and employees as tt may find necessary 
for the proper performance of its dnties and as m;ty be from time to 
time nppropriated for by Congr.:!ss. 

Until otherwise provided by law the commission may rent suitable 
offices for its use. 
- All of the expen!'>es of the commission, including all nece sary -ex­
penses for transportation Incurred by the commissioners or by their 
employees under their or·ders, in making any investigation. or upon 
officlal busines in any other places than in the city of Washington, 
·shall be allowed and paid on the presentation or itemized vouchers 
therefor appt·oved -b:v the commission. 

WHn~sse summoned befm·e tll~ .commission shall be paid the same 
ft>es and mileage that are -paid witnesses in the courts of the United 
S.tates. 

The Auditor for the 'Stn te and Other Departments Shan receive and 
examine all accounts of expenditures of the commis. ion. -

SEc. 3. That upon the organization of tbe commiss1on and election 
1:1f its chairman all. the ~sting pow(!rs. authority, and duties of the 
Bureau of Corporations and of the Commissioner of Corporati-ons con­
ferred upon them by the act entitled "An aet ro establish the De- , 
partment of Commerce and Labor," appro-ved l!'ebrua.ry 14, 1903, and 
all amendments there-to. :tnd also those conferred upon them by reso­
lutions of the United States -senate passed on March 1, 1913, on May 
.27, 1913, and on June 18. 1913, shall be vested in the .commission. 

All cleJ:ks and employees of the ·said bureau shall be transferred to 
nnd become clerks and employees of the commission at their pr-esent 
grades and salaries. All records. papers. and property of the said · 
bureau shall become records. papers, and Pl'Operty of the commission, 
and all unexpended funds and appropriations for the use and main­
tenance of the said bureau shall beeom~ funds and appro:priations avaU­
able to be encndt:>-d by the commission in the exercise of the powers, 
authority, and duties conferred on it by this act. 

That the Bureau of Corporations and .the offices of Commissioner of 
Corporations and Deputy Commissioner of Corporations are u,:mn the 
ilrganization of the commission and the election of its chairman 
abolished, and their powers, authority. and dnties shall be exercised 
by the commission free from the llirection ar control of the 'Secreta1'Y 
of Commerce. 

The information obtained by the ,commission in the exercifre of the 
powers. authority, and duties conferr-ed upon it by tbis section may 
lJe made public, in the discretion of the commission. 

SEC. 4. That the principal office of the eommjsslon shall be in the 
city of Washington, where its general sessions shall ,be beld: but when­
.ever the interest of the public may be promotl'd, or delay or -e.x:pense 
prevented, the commission may bold special sessions in any part of the 
United States. The commission may, by one or more of its members. or 
by such officers as it may designate, pro<;ecute any inquiry necessary 
to its duties in anr. part of the United States. 

SEc. 5. Thn t, w1th the exception of the secretary and a clerk to each 
commissioner, all employees of the commission shall be a part of the 
classified civil service, and shall enter the service under such rules 
and regulations as may :tle prescribed by the commission and by the 
Civil Set·vice Commission. , 

S.FJC. 6. That the words defined 1n this section shall have the follow­
in'" meaning when found in thls act, to wit: 

'l''Commerce ., means such commerce as Congress has the power to 
rernlate under the Constitution. 

'1. Corporation" means a body incorporated under law and also joint­
stock associations a.nd all other associations havin~ shares of capital [ 
or capital stock or organized to cat·ry on business with a view to profit. 

" Capital " means the stocks and bonds issued and the surplus owned 
by a corporation. 

"Antitrust acts" means the act entitled "An act to protect trade and 
commer·ce against unlawful t·estraints and monopolies," approved July 
2, 18!JO; also the sections 73 to 77, inclu-sive, of an act .entitled '-'An 
act to reduce taxation, to provide revenue for the Government, and for 
other purposes," appro'\"ed August 27, 1894; and also the act entitled 
"An -aet to amend sections 73 and 76 of the act of August 27, 1894, en­
titled 'An .act to reduce taxation, to provide revenue for the Govru-n­
ment, and for other purposes,' " .approved Febr-uary 12J 1913. 

"Acts to regulate commerce" means the .act entitleu "An act to regu­
late commerce;: approved February 14, 1887, and all amen-dments 
thereto. 

"Documentary evidence " means -all document , papers, and corre­
spondence in existence at .an~ after the pas!'>age -of thiS aet. 

SEC. 7. 'fbat the several departments and bur,eaus of the Governm-ent 
when directed by the President shall furnish the commission, upon its 
request, all recor'<ls, papers, and information in their p-ossession t•e!ating 
to any -corporation subject to any of the provisions of this act. and Shall 
detail from time to time such officials and em-ployees to the commissi-on 
as he may direct. 

SEC. 8. That the commission may fr{)m time to time make rnl~s and 
regulations and ·cln sifications of corporations for the purpose of carry-
in~ out the provisions of this act. -

'l'ile eommi sion may from tim-e to time employ such special attol'­
n<'y and expt>rts as It may find neeessary for the conduct of its work 
-or for · proper representation of the pulJUc interest in investigations 
made by it; and the expense of ncb employment shall be -paid out of 
the appropriAtion for the commiR 1on. 

Any member of th.e commission may .administer oaths fiD.d affirma-
tions and sign subpa>oas. · 

Tile eommi. slon may also ·order testimony to be taken by deposition 
J.n any proceeding or investigation pending nnder thls aet. Such depo­
nttlons may be taken l:i(;!fore any_ otlicinl authorized to take deposition.s 
by the acts to r~"1llate commru·ce. 

Upon the apphcation of the Attorney General of th-e United States, 
-at the reque . .,t of the commission; the dlsttict courts of the- United 

tntes shall have jurisdiction to is ue writs of mandamus commanding 
any person or corporation to comply wi.th the provisions o.f this act or 
any order ot tlle commission made in pursuance thereof. . 

SEc. 9. That every corporation engaged Jn ~ommerce. excepting cor­
porations subject to the acts to regulate commerce, which, by itself or 
with one or more other corporations owned, operated, controlled, or 
organized in conjunction with it so as to constitute substantially a busi­
ness unit, has a cap'ital of not lt>ss than $5,000,000, pr, havina a less 
capital, belongs to a class of corporations which. the commissfon may 
designate, shall furnis11 to the commi sion annually such i:nfot·mation. 
statements, and records -of its organization, bondholders and st ock­
holders, and financial condition, and also such information, statements, 
and records of Its relation to other corporations and its business and 
practices while engaged \n commerce as the commission shall require; 
and to enable it the bPtter to carry out the purposes or this act the 
commission may prescribe as near as may be a uniform system of an­
nual reports. The said annual teports shall contain all the required 
tnfurmation and statistics for too period of 12 months ending with the 
fis.cal year of each corporation's report, and they shall be made out 
under oath or otherwise. in the discretion of the .commission, and filed 
with the. commission at its office in Washington within three months 
after the close of th{! year for which the repot·t is made, unless addi­
tional time be granted in any case by the commission. Tbe commis ion 
may also require such special reports as it may deem advisable. 

If any cot·poration subject to this section or this act shall fail to 
make and file said annual reports within the tlme above specified, or 
withi.n the time extended :by the ·commission fur making .and filing the 
111.ame, or shall fall to make and ftle any spec-ial report within the time 
fixed by the order of the commission, such corporation shall forfeit to 
the United States the sum of $100 for each and every day it shall con­
tin_ue in ~efa:ult ln making or filing said annual or specified . report::!. 
.Sa1d forfeitures shall be recoveLed in the manner prov1iled f-or the re­
covery of forfeitures under the provisions of tb~ acts to regulate 
commerce. 

SEc. l.O. That upon the directian of the President, the Attorney Gen­
eral, or either House of Con_gres the commi sion shall investigate and 
report the facts relating to any .alleged violations of the antitrust acts 
by -any corporation. The report of the commission may include recom­
~ndations for readjustment of business in order that the corporation 
Investigated may thet·eaft<el' maintain .its organization, mana~ement, and 
conduct or business in accordance with law. Reports maoe after in­
vestiga tion under this section may be made public in the discretion ot 
the commission. 

For the purpose of prosecuting any tnvP.1ltigation or proeeedlng au­
thoriz.ed by this section the eommission. or lits duly authorized agent .or 
agents, shall at all reasonable times bave access to, for tbe -purpose ot 
ex:amination, and the light to copy a-ny documentary evidence of any 
corporation being inve tigated or proeeeded agail!st. 

SEC. 11. That when in the course of any inve tigation made under 
this act tbe commission shall obtain i.nformation ·concerning any unfair 
competition or practice in commerce not necessarily constituting a vio­
lation of taw by the corporation investigated. lit ·shall make report 
thereof to tbe Pr~sident, to aid him in making t·ecommendations to Con­
gress for legislation 1n relation to the regulation of commerce, aml the 
inf.ormation so .o:btained and the 1:eport thereof shall be made public by 
the commission. - · 

SEe. 12. That in any suit in equity brought by o1· under the direction 
of the Attorn-ey Gener-al as provided in the antitrust acts, the court 
may, ·upon the .oonclusion of the te timony therein, if it shall be then or 
opinion that -the complainant is entitled to relief, t-efe1· aid suit to the 
.commission to ascertain :and report an appropriate form of decree 
therein ; and upon the .coming in of such report such exceptions may be 
filed and -such proceeilings had in relntion thereto as upon the report of 
a master in oth~r equity causes, bnt the court may adG{Jt or reject auch 
report, in whole Ol' in part, and enter such decree as the nature of the 
case may in its jud~ment require. 

S.Ec. 13. Tbat whereve-r -a final d-e<:.ree has been entered against any 
·defend:mt coTporati~n in any suit brought by the United .States to pre­
vent and restmin any violation of the .antitrust acts, the commission 
shall have power., and it shnl1 be its duty, upon Its own initiative or 
u-pon the a-pplication 1:1f the Attorney General, to make investigation of 
the manner in wbicll. the ~ecree has .been or is rbeing earried .out. It 
shall transmit to the Attorney General a report embodying its findings 
as a .result of any such investigation, and the report shall be made 
publi-c in th-e disc1·etion of th-e eommisS'ion. 

SEC. 14. That .any person who shall willfully make a:ny false entry or 
tatement in any repo-rt t•equired to be made under thls act shall be 

deemed guilty of a misdemeanor, and upon conviction shall be subject 
to a nne of not more than $-5,006, oT to imprisonment for not more than 
hree years, or both ·fine and lm,prlsonment. . 

SEc. W. That any officer o:r employee {)f the commission who shall 
ma.ke ~ublic any information obtained by the commission without Its 
authonty, or as dire:eted by a C6Urt. shall be deemed guilty of a mis­
demeanor, .and upon conviction ~thereof shall b-e punished by .n fine not 
exceedin~ $5,0-00, or by impi·isonment not exceeding one year, or by fine 
and 'imprisonment, 1n the discr·etion of the court. 

SEc. 16. "!'bat fot· the purposes of this act. and in aid of its powel's 
-of in>estigation herein granted, the commi sion shall have and exercise 
the JSallie 11ow-ers eonfeued up.on the Interstate Commerce Commi sion 
in the acto'> to regulate commerce to subprena and compel the attend.ance 
and testimony of witnesses and the production of documentary ~vidence, 
and to administer oaths. AU the requirements1 obliga tions. liabilit ies, 
and immuniti-es imposed or eonf red by said ac'ts to l'egulate .commerce 
and hy the act in relation to testimony before the Interstate Commerce 
Commission. a-p-proved February 11. 1893, and the aet defining im­
munHy, aop:rov-ed ..Tune 30. 1900 shall .apply to witnesses, testimony, 
an-d .aocunientary evi<lcrl~ before the commission. 

SEc. 17. 'l'llilt the commi ion .shall .on or before the 1st day of De­
cember in each year make a report, which shall be transmitted to Con­
gr-ess. Tbl.s report shall eonta.m such facts and statisti c collected by 
the commission as may be ·considered of value ln the determination ot 
questions connected with the conduct of commerce by corpomtlons, e x­
cepting corporations subject to the acts to regulate commerce, including 
an abstract of the anuual. and speeia1 reports ·of cot·poratlons ·made to 
the commission under section 9 of this act : PI"Ovirled, That no trade 
secrets or private lists of customers shall be embraeed in any such ab­
stract. The rep-or shall also include such recommendations as to addl­
ti-oillll legislHtion as the -commJss'on may deem necessary. The commis­
sion may also from time to tlme publish such additional t·epot·ts or 
bulletins of facts and statistics Telating to corporations engaged ln com­
mt>;r:ce as may be deemed useful and do not violate the provisions ot 
this aet. ·- , -

SEC. 18. That . nothing contained in this act shall be ronstrued to 
prevent or interfere with the Attorney General tn -enforcing the provi­
sions .of the antitrust acts ol' the acts to l'egulate.-commerce. 
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SENATE BILL, 

An act to create an interstate trade commission, to define Its powers 
and duties, and for other purposes. 

Be it enaotcd by the Senate and Hottse of Representatives of th-e 
United States of America in Oongress . assembled, That a commission 
is hereby created and established, to be known as the Federal trade 
commission, composed of five members, not more than three of whom 
shall be members of the same political party, and the said Federal trade 
commission is referred to hereinafter as " the commission." 

The words defined tn this section shall have the following meaning 
when found In this act, to wit : 

" Commerce " means such commerce as Congress has the power to 
regulate under the Constitution. 

The term " corporation " or " corporations" shall include joint-stock 
as ociations and all other associations having shares of capital or cap­
ital stock. organized to carry on business for profit. 

"Antitrust acts" means the act entitled "An act to protect trade and 
commerce against unlawful restraints and monopolies," approved July 
2, 1890; also sections 73 to 77, inclusive, of an act entitled "An act 
to reduce taxation, to provide re>enue for the Government, and for 
other purposes," of August 27. 1894; and also the act entitled "An act 
to amend sections 73 and 76 of the act of August 27, 1894, entitled 'An 
act to reduce taxation, to provide revenue for the Government, and for 
other purposes,' " approvled February 12, 1913. 

. Sec. 2. Upon the organization of the commiBR1on, the Bureau of 
Corporations, and the offices of Commissioner and Deputy Commissioner 
of Corporations shall cease to ex1st, and the employees of said bureau 
shall become employees of the commission in such capacity as it may 
designate. The commission shall take over all the records, furniture, 
and equipment of said bureau. All work and proceedings pending be­
fore the bureau may be continued by the commission free from the di­
rection or control of the Secretary of Commerce. All appropriations 
heretofore made for the support and maintenance of the bureau and 
its work al'e her.eby authorized to be expended by the commission for 
said put·poses. 

Any commissioner may be removed by the President for inefficiency, 
neglect of duty or malfeasance in office. A vacancy in the commisslcn 
shall not impair the right of the remaining commissioners to exercise 
all the powers of the commission. 

The commissioners shall be appointed by the President, by and with 
the advice and consent of the Senate. '.I:he terms of office of the commis­
sioners shall be seven years each. The terms of those first appointed by 
the President shall date from the taking effect of this act, and shall be as 
follows: 

One shall be nppointed for a term of three years, one for a term of 
four years, one . for a term of five years, one for a term of six years, 
and one for a t erm of seven years : and after said commissioners shall 
have been so first appointed all appointments, except to fill vacancies, 
shaH be for terms of seven years each. The commission shall elect one 
of its members chairman for such period as it may determine. The 
commi sion shall elect a secretary and may elect an assistant secretary. 
Said secretary and assistant secretary shall bold their offices or con­
nect ion with the commission at the pleasure of t}le commission. Each 
commissioner shall receive a salary of $10.000 per annum. The secre­
tary of the commission shall receive a salary of. $5.000 per annum. 
The assistant secretary shall receive a salary of $4,000 per annum. 
In case of a vacancy In the office of any commissioner during his term 
an appointment shall be made by the President, by and with the advice 
and. consent of the Sena-te. to fill such vacancy, for the unexpired term. 
The office of the commission shall be in the city of Washington, but 
the commission may at Its pleasure meet and exercise all Its powers 
at any other place, and may authorize one or more of its members to 
pro ecute any lnvestlJ!:atlon, and for the purposes thereof to exercise the 
powers herein given the commission. · · 

The commission shall have such attorneys, accountants, experts, ex­
aminers, special agents, and other employees as may, from time to tlme

1 be appropriated for by Congress, and shall have authority to audit: 
their bills and fix their compensation. With the exception of the secre­
tary and assistant secretary and one clerk to each of the commissioners

1 and such attorneys and experts as may be employed, all employees or 
the commission shall be a part of the classified clvU service. The com­
mission shall also have the power to adopt a seal. which shall be 
judicially noticed, and to rent suitable rooms for the conduct of its 
work. 

All the ex~.ses of the commission, including all necessary expenses 
for transportation Incurred by the commissioners or by their employees 
under their orders in· making any investigation or upon official business 
in any other place than in the city of Washington, shall be allowed and 
paid on the presentation of Itemized vouchers therefor, approved by the 
commission. · 

The Auditor for the State and Other Departments sball receive and 
examine all accounts of expenditures of the commission. 

Witnesses summoned before the commission shall be paid the same 
fees and mileage that are pai-d witnesses in the courts of the United 
States. 

SEC. 3. The commis."!ion shall have power among others-
(a) To investigate from time to time. and as often as the commis­

sion may deem advisable, the organization, business, financial con­
dition, conduct, practices. and management of any corporation en­
gaged in commerce, t•elatlng to or In any way affecting the commerce 
in \Yhich such cot·potation under inquiry is engaged. 

(b) To require any corporation subject to the provisions of this 
act which the commission. may designate to furnish to the commis>~ion 
from time to time infot·mation, statements, and records concerning 
its organization, business, financial condition, conduct. practices, man­
agement, and t·elation to other corporations, ot• to individuals, al'iso­
ciations, or partnerships, and to require the production for examination 
of all books, documents, correspondence, contracts, memoranda, or 
other papers t·elatlng to or in any way affecting the .commerce in 
which such corporation under inquiry is engaged, and to make copies 
of the same. 

(c) 'l'o prescribe as near as may be a uniform system of annual re­
pot·ts from such corporations or classes of corporations subject to the 
proV'isions of this act, as the commission may designate, and to fix the 
time for the filing of such repot·ts, and to requh·e such reports, or 
any special repot·t. to be made under oath, or othet·wise in the discre-
tion of the commis~don. · 

(d) To make public, in the discrl'tion of the commission, any in­
formation obtained by it ln the exercise of the powers, authority, and 
duties conferred upon it by this act, except so fm· as may be neces­
sary to protect trade processes, names of ·customers. and such other 
matters as the commission may deem not to be of public importance, 

and to make annual and special reports to the Congress and to sub­
mit therewith recommendations for additional legislation. 

(e) In any suit In equity brought by or under the direction of the 
Attorney General as provided in the antitrust acts lf the court finds 
for the complainant it may upon its own motion or the motion of any 
party to such suit, refer the matter of the form of . the dec~:ee to be 
entered to the commission a.s a master In chancery· whereupon the 
commission shall proceed in that capacity upon such notice to the 
parties and upon such hearing as the court may prescribe, and shall 
as speedily as practicable make report with its findings to the court. 
which report. and findings having_ been made and filed shall be subject 
to the JUdlctal procedure established for the consideration and dis · 
position of a master's report and findings in equity cases. 

(f) Wherever a restraining order or an interlocutory or final decree 
has heretofore been entered or shall hereafter be entered against any 
defendant or defendants in· an;v suit brought by the United States to 
prevent and restrain any violation of the antitrust acts, the commission 
shall have power, and It shall be its duty, upon the application of tho 
Attorney General, to make investigation of the manner in which the 
order or decree has been or is being carried out1 and as to whether the 
same has been ot• is being violated and what, ir any, further order. de­
cree, or relief is advisable. It shall transmit to the Attorney General a 
report embodying its findings as a result of any such investigation, with 
such recommendations for further action as it may deem advisable, and 
the report shall be made public in the discretion of the commission. 

(g) lf the commission believes from its inquiries and investigations . 
instituted upon its own initiative or at the suggestion of the President, 
the Attorney General, or either House of Congress that any corporation; 
individual, association, or partnership has violated any law of the 
United States regulating commerce, it shall report its findings and the 
evidence in relation thereto to the Attorney General with its recom­
mendations. 

For the purpose of prosecuting any investigation or proceeding au­
thorized by this section the commission, or its duly authorized agent or 
agents, shall at all reason·able times have access to, for the purpose ot 
examination, and the right to copy any documents or writings of any 
corporation being investigated or proceeded against. 

(h) The commission is hereby d irected to investigate, as expeditiously 
as may be, trade conditions in foreign countries where associations, com­
binations, or practices of buyers, dealers, or traders may injuriously 
affect the export trade of the United States, and to report to Congress 
thereon from time to time. · 

SEC. 4. The powers and jurisdiction herein conferred upon the com­
mission shall extend over all trade associations, corporate combinations, 
and corporations as hereinbefore defined engaged in or affecting com· 
merce, except banks and common carriers. 

SEC. 5. That unfair competition in commerce is hereby declared un­
lawful. 

The commission shall have authority to prevent such unfair competi­
tion in commerce in the manner following, to wit: 

Whenever it shall have reason to believe that any person, partnership, 
or corooration is violating the provisions of this section, it shall issue 
and serve upon the defendant a complaint stating its charges in that 
behalf and at the same time a notice of hearing upon a day and at a 
place therein fixed. The person, partnership, or corporation so com­
plained of shall have the right to appear at the place and time so fixed 
and show cause why an order should not be entered by the commission 
requiring such person, partnership, or corporation to cease · and desist 
from the violation of the law so charged in said complaint. 

Upon such hearing the commission shall make and file its findings, and 
if the commission shall find that the person, partnership, or corporation 
named In the complaint is practicing such unfair competition it shall 
thereupon enter its findings of record and issue and serve upon the 
offender an order requiring that within a reasonable time, to be stated 
in said order, that the offender shall cease and desist from such unfair 
competition. The commission may at any time set aside, In whole or in 
part, or modify its findings or order so entered or made. Any suit brought 
by any such person, partnership, or corporation to annul, suspend, 
or set aside, In whole or in part, any such order of the commission shall 
be brought against the commission in a district court of the United 
States In the judicial dlstl"ict of the residence of the person or of the 
district in which the principal office or place of business is located and 
the procedure set forth in the act of Congress making appropriations 
to supply urgent deficiencies and insufficient appropriations for the fiscal 
year of 1913, and for other purposes relating to suits brought to sus­
pend or set aside, In whole or ln part, an order of the Interstate Com-
merce Commission shall apply. · 

Pe.rsons, partnerships, or corporations filing or causing to be filed 
complaints before the commission shall have the right to appear and 
be made parties to the case and be represented. before the courts by 
counsel, under such re~~:ulations ~s are now permitted in similar clrcnm­
stances under the rules and practice of equity courts of the United 
States. 

If within the time so fixed in the order of the commission the per­
son, partnership, or corporation against which the order is made shall 
not cease and desist from sncb unfair competition, and if in the mean­
time such ordet• tis not annulled, suspended,· or set :tslde by a court, the 
commission may bring a suit in equity In · a district court in any dis­
trict wherein such pet·son or persons reside. or wherein such corpora­
tion has its principal office or place of business to enforce its said 
order, and jurisdiction is hereby conferred upon said com·t to bear and 
detet·mine any such suit nnd to- enforce obedience thereto according to 
the law and rules applicable to snits in equity. All .the provisions of 
the law relating to appeals and advancement for speedy hearing in suits 
bt·ougbt to suspend or set aside an ordet· of the Intet·state Commerce 
Commission shall apply in suits brought under this section : Provided, 
That no order or finding of tile court or commls>~ion in the enforce­
ment of tbls section shall be admissible as evidence in any suit, 
civil or criminal, brought under the antitrust nets: Provided further, 
That neither the orders of the commission nor the judgment of th~ 
court to enfot·ce the same shall in any wise relieve or absolve any per­
son or corporation from any liability under the act entitled "An act to 
protect trade and commerce against unlawful restraints and monopolies," 
approved July 2, 18!10. 

SEC. 6. That if any corporation subject to tbi~"; net shall faH to file 
any annual or special report, as provid<'d in subdivision (b) of section 
3 hereof, within the time fixed by the commission for filing the same, 
and such fnllure shall continue for 30 days after notice of such de­
fault, the corporation shall forfeit to the United States the sum of 
$100 for each and every day of the continunucc of such failure, which 
forfeiture shall be payable into the Tt·easury of the United States. and 
shall be recoverable in a · civil suit in the name of the United States 
brought in the distt·ict where the cot·poration hns its principal office or 
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in any district . 1n whkb it shall do business. It shall be the duty of 
the various district attorneys, under the direction of the Attorney Gen­
eral of the United States. to proseeute for the recovery of forfeitures. 
The costs and expenses of sudl pro eeuti<>n shall be pa.id out of the 
apJ}ropriation for the expro es of the courts of the United States. 

SEC. 7. Any per on who shall willfnlly desti·oy, alter, mutilate. or re­
move out of the ju.risdictlon of the United States or authorize, a sist In, 
or be privy to the willful destruetion, alteration, mutilation, or re­
moval out of the jurisdiction of the United Stntes of any book, letter, 
paper, or tlocument eontlining an entry or memorandum relating to 
commerct>, wlth the intent to prevent the production thereof, or who 
shall wlllfnlly make any false entry reJntin~ to comme1·ce in any book 
of accounts or record of any trade association, corporate combination, 
or corpot·ation, ubject to the provision of this act, or who shall will­
fnlly make or furnish to said eommis8ion or to Its agent any false 
statement, t·eturn, or record, kno-wing the same to be fulse in any ma­
terial particulllt', shall be deemed guilty of a misdemeanor, and upon 
eanviction thereof shall be punished by a fine of not exceedirlg $5,000 
or by impl'isonm nt not exceeding one year,. or by both said punish­
ments, in the diseretion of the court. 

Any employee of the e<>mml sion who divulges any fact or Information 
which may come to his knowledge during the course of hi employment 
by the commis ion, exeept in o far as It bas been made pulille by the 
commission, or as be may be directed by the commission or by a court, 
shall be deemed guilty of a misdemeanor, and upon conviction thereof 
shall be punished by a fine not exceeding $5,000, or by imprisonment 
not exceeding one year, or by both s:.1id ptmlshments, in the discretion 
of the court. 

SEC. 8. The commission shall have and exercise the powers possessed 
by the Interstate Comm~rce Commi sion to subpcena and compel the 
attendance and testimony of wltne ses and the p1·oduetlon of evidence, 
and to administer oaths. All the powers, requirements, obligations, 
liabilities, and Immunities lmp~sed or confert•t>d by the act to regulate 
commerce, as amendt>d In relation to testimony befot·e the Interstate 
Commerce Commisslon, shall apply to witnesses, testimony, and evidence 
before the commission. 

I<;ach corporntion having a capital of $5,000.000, to determin~ which 
fact the amount of Its capital stock, surplus, bonded indebtedness, and 
undivided profits shall be combined. subject to the provisions of this 
act shall, within 90 days aftl'r tM taking t>ffect of this act, designate 
in wt·iting an agent In the city of Washington, D. C., ui)On whom serv­
ice of all notices. order , and proct>sse issued by the commission may 
be made for and on behalf of said corporation, and file such designation 
in the office of the camml sion, which designation may from time to 
time be changed by like writing simllarly filed ; and thereupon service 
of all notices, orders, or pracesse lsSlled by the commission may be 
made upon such corporation by leavinP a copy thereof with such desig­
nated agent at his or its office In tne city of Washington with like 
elreet as if made pe1· onally upon uch corporation, and In default of 
such deRignntion or such a~ent sea·vlce of any notice, order, or othell' 
process may be made by po tlng such notke, order, or process in a con­
spicuous place in the office of the commi. slon. 

All notices, orders, or other proees to l>e served UP<Jn inilividnals or 
other eorpot·ations than those having such capital shall l>e duly served 
personally on sn<'h individuals and upon the president, ehief executive 
officer, or a director of such other corporations, re pectively, unless 
they shall have designated. as they nt·e hereby authorized to do, an 
aorent as afot·esnid with power and authority to accept service of such 
notices, orders. or Qtber proceRS. 

SEc. 9. Tbe district courts of the United States, upon the application 
of the commission alleging a fallm·e by any corporation, or by any o! 
its officers or employee , or by any ~itness, to comply with any ot·der 
of the commission for the furnishing of Information, shall have juris­
diction to L"sne such writs, orders, or other process as may be neces­
sru·y to enforce any order of the commission and to punish disobedience 
thereof. . 

SEC. 10. The several departments and bureaus of the Government, 
when directed by the President, sh11ll furnish the commission, upon its 
request, all re<'ords, pape1·s, and information in their po session a·elat­
lng to nny trade association. corpor·ate combination, or corporation, 
subject to any of the provis1ons of this act. 

SEC. 11. Nothina contnlned In this act shall be construed to prevent 
or interfere with the enforcemE>nt of the provisions of th~ antitrust acts 
or the acts to regulate commet·ce, no1· shall anything contained in the 
act be construed to alter. modify, or· repeal the ~<aid antitrust acts or 
the acts to regulate commerce or any part or parts thereof. 

The amended bill as agreed to in conference changes the 
name of the proposed trade commi sion from "Interstate Trade 
Commission" to "Feiteral Trade Commission." This is desir­
able to prevent confusion of name with the Interstate Com­
merce Commission. Becnuse of certain adrrtinl trative work 
not contemplu ted by the Rouse bil~ the number of commission­
ers has · been changed from three to five. In all other respects 
the orgnnizn tion of the commission is as provided in sections 1 
and Z of the Hou e bill. 

The Bure:m of Corporations is abolished, as in the House bill, 
and its power!'< are conferred on the commission. Instead of 
transferring them by reference to the origjnal act creating the 
bureau, a in section 3 of the House bill. they are explicitly set 
out in ection 6, paragraph (a), of the bill as agreed to by the 
conferees. This has been done because the bilJ now glves to the 
commission certain powers which so continuously and directly 
concern the buRine s intere ts of the country that it is desirable 
to have the law show on its face its exact extent and appli­
cation. 

The definitions re pecting "commerce," etc., remain substan­
tinl1y as in ection 4 of the House bill. 

The provi~ion of section 9, paragraph 1, of the House bill 
reqniring annual reports from all corporations engaged in com­
merce haYing a capital of over 5,000.000 bas been changed to 
meet the enate pronsion leHving the classes of corporations to 
mnke such reports to the di8cretion of the commission. In view 
of the large number of corporations with a capital of over 
$5,000,000 which are not necessarily engaged. in any commerce 

potential for combination or monopoly this seemed a desirable 
change. 

The commission is required to make the inrestigations J•elut­
ing to alleged violations of the antitrust acts as prmidcd. in 
f:ection 10 of the House bill, except that the expres don " direc­
tion of the Attorney General" is eliminated. He is the head of 
an executive department and the direction of the President is 
deemed su.ffie1ent. The reports of such investigations do not 
include, at the discretion of the commJe::tion, recomme11dations 
for readjustmer..ts of business, so that the corporations investi­
gated may operate ln\\>-fnlly, but a new subsection is added, see· 
tion 6, 11aragrar.h (e), requirllig the commission to make recom­
menda t ious of this character on the application of the Attorney 
General. 

The pcwers conferred upon the commission in sections 12 and 
13 of the Hous~ bill to assist the Department of Justice, upon 
direction (\f thP courts, in sohing the diffieutl economic probh::IllS 
connected with trust dissolutions under the antitrust lnw, and 
upon the initiative of the commission itself to supervise the 
compliance with decrees of dissolutions are retained in the con­
ference bill in section 6, paragraph (c), and in section 7. 

Th-e conference bill contains a provision, !'lecllon 6, paragraph 
(h), authorizing the commission to makP. im·estigatious re­
specting practices which may affect the foreign trade of the 
United States. This was in the Senate bill substttntlally as it 
now appears. 

The publicity of the facts which ought to be the common 
property of the American business man provided for practically, 
as in the House bill, and the administrative processes for con­
ducting investigations, summoning witne ses, and punishing vio­
lations are substantially as in the House bill. 

Section 5 declares unfair· methods of competition to be un­
lawful and empowers the commission, after hearing, to order 
the discontinuance of the use of such methods. · 

It is now generally recognized that the only effective means of · 
establishing and maintaining monopoly, where th-ere is no con­
trol of a natural resource ns of transportation, is the use of 
unfair competition. The most certain way to stop monopoly 
at the threshold is to prevent unfair competition. This can be 
best accomplished through the action of an administrative body 
of practi-cal men thoroughly informed in regard to business, who 
will be able to apply the rule enacted by Congress to particular 
business situations, so as to eradicate evils with the least risk 
of interfering with legitimate Ousiness operations. 

It is impossible to frame definitions which embrace all unfair 
practices. There is no limit to human inventiYeness in this 
field. Even if all known unfair practices were specllically de­
fined and prohibited, it would be at once necessary to begin over 
again. If Congress were to adopt the method of definition, it 
would undertake an endless task. It is also practically impos­
sible to define unfair practices so that the definition will fit 
bu iness of every sort in every part of this country. Whether 
c.ompPtition is unfair or not generally depends upon the sur­
rounding circumstances of the particular ca e. Whnt i harm­
ful under certain circumstances may be beneficial under differ­
ent circumsta,nces. 

Thl orders of the commission will be enforceable only through 
the courts. In order to obtain the speediest settlement of dis­
puted questions, it is provided that the <'Ommission shall apply 
for the enforcement of its orders directly to the circuit court of 
nppeals. The findings of the commission as to the facts are to 
be conclusive. The court's function is restricted to pa sing on 
questions of law. The court will determine such questions on 
the record in the proceeding before the commission. No new 
evidence may be adduced on the hearing in court except upon 
good cuuse shown; and if the court permits the introduction of 
ndditional evidence, such evidence will be taken by the e<mlmis­
sion and then filed in court with its new or modified findings 
ba.sed thereon. The judgment of the court of appeals will be 
final, subject only to review by the Supreme Court upon writ 
of certiorari. 

This ser~tion is entirely new to the House bill, but it appeared 
in a somewhat sirnllar form in the Senate bill, and the managers 
on the pru·t of the House believed it wise to accept the pro,·ision 
l'n the farm in which 1t now appears. 

W. C . .ADAMSON, 
THETUS W. SIMS, 
J. HA.RRY CoVINGTON, 
F. c. STEVENS, 
JoaN J. Esca, 

Managers on the part of the House. 

:Mr. ADAMSON. Mr. SpeHker, while I do not wish to tndnlge 
in any argument on this conference report, there are other gen­
tlemen who desire to make a few remarks; and I hope I may; 
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be· pardoned a slight digression in yielding to my colleague, the 
distinguished gentleman from Maryland l:\1r. COVINGTON J,. . the 
author of the- bilL (Appla~.} Be ha been a member of our 

· committee a long time. He was, the chairmttn of the subcommit­
tee which drafted this bill, and he is largely responsible for the 
exeelleneies eontained in it. 

It is with deep regret that the committee contemplate his 
early retirement from · the co-mmHtee and the House. but with 
grutitict:Jtion they look forw~:trd to the- stm more distinguished 
cureer which he is to acbie,-e on the ~ench as the chief justice 
of the Supreme Court of the District of Columbia. [ApphJUl:'e. 1 
He hns been, n splenrud member of our. committee. Ee bas been 
dj lig.ent; he has been able; be llil been cunrteous; and I have 
no doubt that :~11 th~ Members of· the House will share the regret 
of the commHtee in parting ottictal c.omp;Jn:y with him~ and will 
with delight listen to llhe words of wisdom with which he will 
explain this conference report. 

I yield to tile gentJem:m fl'om Maryland [Mr. CoVTNG'IO'N} su@ 
part of 30 minute. us~ he wishe to use. IAPITlause.l 

Mr. CO\'I);GTO~. .Jr. Spe.-11\:er, the conference report which 
bas just bt>en C<llled up rep.resents the final stHge of legislaUon 
in tl:w t p:1 rr of the President's trust prog.rum in which be rec­
ommended, in his rue-:5sage ef January last, the er~tion of an 
interst<t te trade commission. 

It will be re-eolle<>te-d that - the House bill passed on June 5 
lnst and went inmwdiHtely to the Senate. It was not considered 
fu1· <lruendments In the Renate Committee on Interstate Com· 
ruerce. but lu..,tend there- wus reported lo the Senate an e-ntirely 
D.f'w bill. This was substituted for the House bUl by way of a 
single umendment. and this substituted bill, with various amend­
ments thereto. was p1~s:;;ed in the Senate on August 5 lnst. It 
innuedhttely went to conference. and the- manage-rs on the part 
of the Hom;e have since th<H time been continuously lltboring 
with the nwnn:,~rs on the- pnrt of the Serutte to bring the two 
bills into hll rnwny by redt'Hfthlg the provisions of the twa 
rue:tsures. within the- limits of conference, so as to- embody the-­
e~sential fe..~ture of the originaJ plan for the cre.ation of an 
interstate trade conunigsion l:IS outlmed in the House bill. 

At tlle outset tbe eoufereeM determjned tbM it was wise to 
3gree to tin> change of the name O'f tht> proposed trnde-- commis­
sion from "interstnte· trnfle eoullftissioB" to "Fedet·al tra-de 
comlllis~ion.'' Tilis is pruetically a neeessfty iu order to pre. 
·veut confusion of n;tme with the Interst<1te Comrueree Com­
rui~sion. A gre:1t rn11ny of the printe-d repMts and other daeu­
ruents now- be;Jr on the title--p;~ge the abbreviati{):ll •• I. C. C." 
for Intt>r·st;:t te Commerce Comml:S:ilion. To ha ,.e a similar ab­
breviHtion "I. T. C." \vonld lll<tlie endle::~s confnf;ion. The mana­
gers on ·the part of the House. therefore, accepted the- change 
of name to "Federal trade commission," as it HfJpeared in the-
original Ren;~te bill. · 

The nuwber of commissioners has been increased from three 
to five. At the thut> the House bill was p:1ssed the commi~sion 
did not lHn·e conferred upon it one very huvortant adruinistPtt· 
th·e power which htter nppe:tred l:n the Se-nate bill. and whieh 
now is adopted iu tile C'oufe1·ence reporL This powe-r is the one 
conferred uvon the commission f-Q dP.aJ with tlllfair metbodt:l af 
competition, which ' will he explaine-d later on. It will make 
tile wnrk of tbe commi~slon snllieiently heH v-y to require of 
neces~ity that tbere shall be- fh·e comrui~sioners. 

I aru Jrlad to lw able to state to the House that in practicnTiy 
all of the other featur~ of tile Roul'\e bill' the conferen~e repot·t 
shows tbat tl1ere has been substHutial :.nd. in many inst<:~nces. 
precise <~dherenee to it. The Hurettn of CorporHtions is ahoi-
18Lled. as in the Hou~e bill, and its powers <:~re conferr·ect on 
the Fectt>ra I tradt> eonlllJiR-.inn. The House b-ill conferred these 
powers ex pi ici tly by refe-rence to thn t pu rt of the originaJ Hct 
organizin~ tlu~ ner'n rttue-nt of Commerce uod L11bor which pro. 

ided for the cre:.t Lion of the Bure<Hl of Corpor.Hi&ns. 
"'ith the- c·ouf~rri Dl! nJrou the cornmis~ion of the power to 

dP:tl with unfair competiti.on, to which I b:l\·e referred-a power 
lvlliciJ ~ coutinnunsly and directly concerns tbe business in· 
tet·ests of the country-it is dt>sfr~lhle to have the lnw show 
upon it!' fa<:e its e.xnct extent and ar>Piication, and the pou·ers. 
ontie~. nod nuthority or the RurE>..an o.f Corpo-rations have 
ac~:ord i ng-!y been e:x pi icitly set out in section 6. p:H<tgr:r.pb (a). 
of the bill 11s ag-reed to by the- conferees. This is, however. an 
expres::; re:tffirru:~tion of the originaJ Honse a~t. There had 
beeu 1tn :ttternpt in th.e ~eu:tte bitt t<~ Hmit th-e power of the com~ 
rui:!ls]on to inn~ .. -.:tig-ate within H .much rutr:rower scope thnn now 
covered h~· the Run•au uf Corpor;~tions. 

Tlle dPfinitions t·PS.Jlec-ring commerce, ccH·porations. doeumen­
tnry eviflenee, antitrust aets. :tnd Hcts to regulate commerce re­
mnin suh8t:mtiHIIy ~•s in Rection 4 of the Hou.Re bill. 

The :tctunl det:lils of orgl.lnization of the co.mmi&:~1on, as pro­
vided in the bill of _the conferees, is precisely as provided in 

I 

.seeti<ms 1 Rnd· 2 of the House blll. The method ef compensa tiug 
the commissioners, the authol'ization of the selection of its 
empl()yees,. the prevision safeguarding its force of employees 
within the classified ·ch·il senice, the :mditing of its accOtmts, 
and all other details f~Iow the- carefully worked out legisla· 
tion as it originaJly passed this House. 

Tbe urovision of section 9, paragraph 1, of the Ho-use bill. re-­
quiring annual reports from all corporations engaged in com· . 
merce- having a capital of over $5.000.000, has been chan~ed ·so 
as to leave the classes of corporations wbkh shall be requjred 
to. makeo sueh repons to the di eretion of the commission. It 
is apprehendea that with the power in the con:uui:::;si-on to deal 
wi-th unf~:tir methods of competition. the annual reports and 
special reports to be l'eqaire-d from th.ose corporations whicb it 
is desirable for the commission to. b<n·e report at an will be 
quite comr.>rebensive. It transpires that there are o•er 1,300 
corpo.rations. excepting banks and common cHrriers, In the United 
States engaged in the busines:..es defined as· iuterst<lte commerce. 
A very l:n·ge number of those corporn tion~ do not. bel.oug to 
classes which are ever likely to be cited to appear befol'e- the 
comruission for violations of lnw. AJl infoPm:aHon which ·may 
ever be wanted froru them. in line- with that r·ntional anrl c.on· 
stitutionill publicity which shall alike aid the t.mblie and in· 
du.striaJ business, can be obtained from tbe oeeasionH.I or special 
repoJ-ts. The rn..•ma,gers on tht- part of the House bel.i~·e, thP.re-­
fOI'e, that it was wise to yield in tbe- matteF o.f ela.ssificHti-on 
and not to requlre that all co.rpo.r:Ltions of o-ver the mi!Hons 
o.f capital shall arbitrarily be compelled ta file an annual report, 
with thP- Federal trdde commission. 

l\fr. BORLAND. Would the gentlemaa be. willing to be inter­
rupted? 

Mr. COV~GTON. Ce-rtainly. 
1\Ir. BORLA XD. The rlropping out of tbflt limit of $!1.000.000 

does not mean that all co.t'J)Of"..ttlons, no matter bow small, are 
gping to be re-quired to make reports'( 

1\fr. CO\'Il'nTO:'Il. On tllt' <'ontrary. it wfls dropped for the 
purpose of limiting the numbe-1i' of corporations which will be 
required to rna:re regular revorts. 

1\lr. ROHLAXD. There h;:n-e been some people who are very 
apprehensh·e that it wou-ld requ-ire all of these little business 
corporHtions. to make a 1·eport. That is nJ)t the ense? 

l\1r. CO\'IXGTON. It is the belief of the eonfei~ees that the 
present language as construed by the coilllllli;sion will cause 
only a relativel-y small number of corporations to make- the 
reports.. 

1\fr. MADDE...~. Will the gentleman yield? 
1\Jr. CO\'IXGTOX Cerlainly. 
Mr. ~IADDEX Does this give- the- commissioR power to l!'e­

quire any ~orporation to make a report, whether the capital be 
snulll or great ? 

Mr. CO\'t~HTON. Undoubtedly. The ltmguage of the sec· 
tion is sucb thnt, having r~ard for the ordinary good sense 
which thli' gt'oup of men <"O.tnposing the lo"'edera I trade c-ommis­
sion will b:uve, they possess the power to. designate the corpora-
tions requln>d. to report. . 

Mr. I\1ADDE.~. The-re ~ no limit to the power of the eom· 
mission to t't>quire any ('()1110T~ttiml to nwke a repol't? 

Mr. COYI);GTO~. In the origiiUtl House- bill theTe was nnt, 
bec<~use it was neees,at-y, from a legal viewEloiot, thut there 
shQuld oo left to the comrui: ·ian the- power to chtssify corpora­
tien.s v.'i tb less thl'ln $5.UUO,OOO· capital and to require them to 
n1ake reports' if necessary. 

l\lr~ l\lADDE~. True. the House bill pro>ided t;:hat a certn-in 
I limit of eupital would reqnirt> the eorporations' to £>orne un.rter 
the provisions of the law. hnt It also g1ne the comruis~ion. the 
power to ~ hene11th tht> liurit of C'apitHiiz~tio-n of corporations. 

1\Ir. COYI!\GTO~. It did; and when the commission reads 
the- two acts together. gee-jng what tlle Honse OI'iginally did 
and what the conference rPtK,rt fintllly does. there wtll be a cleHr 
legjslative intent ind-ie:lted to them. and e-,·en the courts have 
s;tid th<tt you may look to the pro<'eedings of the legislath-e 
body to obtain the Jegish1tive intent. The commission will 
therefo-re see that it was the iRtention of Con~rel'\s to limit the 
overntion of the report !$ection and no.t to broaden it beyond 
the original House bill. 

l\1r. MADDEX Does the gentleman believe it is the C'onctu­
sion of all of the- eo.nferee-s that the eommission wl II not re­
quh·e reports to be mane from eorpo-r:Hions unless informtHiou 

· eom-es to them to the e-ffect that those corporatiens are vrolat· 
. ing the law? 

1\:lr. COVINGTO::'Il. Not .necessarily. They may belong to the 
. d~l:SRes of corpef}ltions whieh ar~ pec-nliarl·y tts a elr~ss en~ml!ed 

in bnsinef's potential for monotJ<tl,r O·r likely to he operating 
through unfair competition. Tb~ confe-rees all be-Jie,·e the pres­
ent fDr-m of the sectio.n is less ot a bm·den on he-nest corpo.t:ate 

I 
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business than would ha•c been the requirements of the original 
section. 

Mr. J. 1\I. C. S~IITH. Mr. Speaker, will the gentleman yield? 
Mr. COVI:KGTON. Ye ·. 
Mr. J. M. C. SMITH. Has the commission the same authority 

to compel a copartnership or an individual engaged in an un­
· lawful combination or restraint of trade to make reports ·as it 
.lu1s of a corporation? 

1\fr. COVINGTOX It has not the same power to compel re­
ports, because it could not constitutionally do that, I appre­
hend. It is only by virtue of the visitorial power of Congress 
over corporations enjoying certain franchise privileges but 
going beyond the confines of the State that the commission 
finds its power to compel them to make reports. 

1\fr. STAFFORD. Mr. Speaker, will the gentleman yield? 
Mr. COVINGTON. Yes. 
1\Ir. STAFFORD. The gentleman just stated that it is the 

rule of the court in interpreting laws to look for the intent of 
Congress by referring to the reports upon bills. Is not that 
the rule only where the phraseology is ambiguous, and it does 
not apply where the language is clear and explicit, as it is in 
this case, to gi•e power to a Federal commission to extend o\er 
all corporations whether large or small? 

1\fr. COVINGTON. Mr. Sp~<tker, I did not mean to con,ey 
the idea that the court in construing an unambiguous section 
would take either the report on the bill or the legislative de­
bates. What I meant to say to the gentleman from Dlinois 
[1\fr. MADDEN] was that the commission itself in trying to find 
the purpose of the change would see that purpose very clearly 
indicated by the course of legislative conduct in dealing with 
the section. That disclosed intent would impel the commission 
to restrict the scope of the annual report section rather than 
to broaden _it. 

:Mr. STAFFORD. But there is nothing restrictive in the 
measure limiting their authority. If they want to exercise it 
they might exercise it over every corporation. 

Mr. COVINGTON. Oh, certainly. 
1\fr. ·BATHRICK. .1\fr. Speaker, will the gentleman yield? 
1\fr. COVINGTON. Yes. 
1\Ir. BATHRICK. I want to be clear upon this point. No . 

firm or corporation is required to report .. except those which 
this commission designates? 

1\Ir. COVINGTON. That is correct. 
Mr. BATHRICK. Does the gentleman consider under this 

bill that the commission will have the power to require a re­
port from a corporation doing business wholly within the 
State? 

1\Ir. COVINGTON. Certainly not. 
Mr. MADDEN. Mr. Speaker, will the gentleman yield again? 
1\ir. COVINGTON. Certainly. 
1\fr .. MADDEN. In answer to a question that I asked the 

gentleman a short time ago, the gentleman from Maryland re­
plied that the scope of the commission's authority would be 
confined to such corporations as were recognized to be violators 
of the law, or some such expression as that. I do not attempt 
to use his exact words. Do the conferees undertake to define 
what classes of corporations are law violators? 

Mr. COVINGTON. I think the gentleman from Illinois [Mr. 
MADDEN] misunderstood me. I meant that the scope of the 
power in the section requiring reports was intended to be re­
stricted rather than enlarged as the result of the final enact­
ment of that section, and I did not mean to say that the com­
mission's authority over the reports from corporations is to be 
restricted to those tl;tat may be engaged in violating the law. 

Mr. MADDEN. I understood the gentleman to say that there 
was a well-defined class of corporations that were understood 
to be law violators. 

:Mr. COVINGTON. Oh, no; I did not say that at all. On the 
contrary, I think, with all due respect to a certain few people 
who imagine that most corporations are violators of the law, 
that ·the vast majority of them are law-abiding organizations, 
intending to conform their business practices to the honest 
methods that the law outlines or fair dealing itself dictates. 

The commission is required to make the investigations relat­
ing to alleged violations of the antitrust acts as provided in sec­
tion 10 of the Hou e bill. The original Senate provision of a 
similar character authorized the commission to go further than 
to make a report on the facts to the Department of Justice. It 
provided for a report of the findings of the commission with 
respect to violations of t:pe law. The purpose of the original 
House provision was to give some compulsory process whereby 
the Department of Justice, before bringing suit under the anti­
trust acts, can obtain all the information necessary to determine 
whether the law has been violated or not, and for the proper 
statement of the case of the Government in its bill of complaint 

if there has been a violation. On the other hand, everyone rec­
ognize that it would. be a mistake to divide the authority of 
enforcement of the antitrust acts between any otl1er body and 
the Department of Justice. The Attorney General should be left 
in full control, as the chief law officer of the Government, of 
the disposition of cases arising under the Sherman law. He 
would not be thus left if ·there were embodied in the report 
of facts made by the trade commission with respect to any 
investigations conducted by it concerning violations of the Sher­
man law, findings, that is to say, conclusions of law, respecting 
violations. The House therefore insisted upon retaining its 
original language, which has been thought out after consulta­
tion with many lawyers actively concerned in the prosecution 
of trust cases for the Government. The expression " direction 
of the Attorney General " is eliminated from the section. He is 

. in reality the head of an executive department, and the direc­
tion of the President is deemed sufficient. It is a certainty that 
the President will always direct the commis ion to make an 
in\estigation when his own Attorney General request him so 
to do. And it adds something to that independence and dignity 
of the commission which is so desirable to have the taw creat­
ing it free from any suggestion that it is so subordinate a body 
as to be liable to be directed to do any act by the head of a 
governmental department. 

1\Ir. BUCHANAN of Illinois. Mr. Speaker, will the gentle­
man yield? 

Mr. COVINGTON. I yield to the gentleman. 
Mr. BUCHAJ.~AN of Illinois. Does this measure gi\e the 

commission power to prevent corporations from circula ting 
watered stock? , 

Mr. COVINGTON. No. That subject is dealt with in another 
one of the trust bills. l understand-in fact. I know-tha t the 
provisions relating to common ownership of stock and inter­
locking directorates is one of the pronsions embodied in the 
Clayton antitr~st bill, now pending in conference. 

The powers conferred upon the commission in sections 12 nnd 
13 of the House bill to assist the Department of Justice~ upon 
direction of the courts, in solving the difficult economic problems 
connected with trust dissolutions under the antitrust law. and 
upon the initiative of the commission itself to supervise the com­
pliance with decrees of dissolution, a re retai.ned in the con­
ference bill in section 6, (:aragraph (c), and in sectioi}. 7. 

The House bill provided, in section 16, tha t the com mi. gion 
should have and exercise the same powers conferred upon the 
Interstate Commerce Commission to subprena and compel the 
attendanc~ and testimony of witnesses and the production of 
documentary evidence and to administer oaths. The Senate 
bill also contained as its secti-on 8 exactly the same pro\ i. ion. 
The House managers believed, however, that in line with the 
policy which caused the recital in full of those powers formerly 
exercised by the Bureau of Corporations and hereafter t o be 
exercised by the commission, it is both wi e and proper that the 
powers of subprena and other compulsory process for taking 
testimony and producing documentary evidence, and the power 
of enforcing the ordinary processes of the commi sion with re­
spect thereto in the courts, ought to be set out in full. It is 
belie\ed that the scope of the present act is such with re pect 
to individuals and corporations engaged in interstate commerce 
that it ought to contain in its body all of its provisions in full, 
without having reference to any other existing act to find the 
extent or application of the law. The Senate accepted this 
suggestion, and the enactment of those powers by reference to 
the similar powers pos e sed by the Interstate Commerce Com­
mission has been abandoned. 

The conference bill contains a provision, section 6, paragraph 
(h), authorizing the commission to investigate from time to 
time trade conditions in and with foreign countries where the 
practices of manufacturers, merchants, or traders or ot1 er 
conditions may affect the foreign ·trade of the United Sta tes, 
and to report to Congress thereon with such recommendations 
as the commission deems advisable. This section was in the 
Senate bill substantially in the form in which it now appears. 
In view of the horrible war now devastating Europe and the 
nation-wide belief that there is an unusual opportunity for this 
country to secure and hold the vast export commerce ca rried 
on by European countries with South America, there can llnr<lly 
be a doubt that careful inquiries by a great admini trative body, 
posse sed of the experts necessary to make va luable trade in­
'estigations, are desirable to secure information and suggest 
methods by which our industrial business concerns shall rapidly 
be enabled to expand their export trade until they have the 
bulk of the great Svuth American commerce. 

1\lr. SHERLEY. Will the gentleman yield? 
Mr. COVINGTON. Certainly. . . . 
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r Mt:. SHERLEY. In the bill as it passed· the House· the 

defin.ition of colllillerce was, in substance, that over which 
. Congress has jurisdiction by vil·tue of the Constitution of the 
United State . In the bill as ag1·eed to in conference the 
definition of commerce would seem to exclude commerce with 
auy posse sions of the United States that were not States or 
Territories or the· District of Columbia. 

Mr. COVINGTO~. That is correct. 
1.\!r. SHERLEY. In other words, it does not embrace com­

merce with the Philir.pines, with the Canal Zone, Porto Rico, 
GuHm, and such places. 

l\fr. COVINGTO~. It is not intended to coT"er that com-
1 merce. 
'--""lir. SHERLEY. I notice one other matter in which the 

House mHy be interested, and tbnt is exclusi>e jurisdiction is 
given to the circuit court of appealf. on the npplication by the 
commission or the party affected in reviewing the action of the 
commi f.ion, and then there is a subsequent provision which 
gi res to the district courts power to issue writs of mandamus 

. to compel enforcement of the order of the commi sion. Those 
provi ions eem to be in conflict. 

_rr. COVL 'GTO,..r. I think the conflict is more apparent than 
real, and, fraukly. it wa an {n·ersight in the final draft. It 
is a fnct that tlH~l" i .• a .·light conflict there. It is one. however, 
the court woultl ha>e no difficulty in determining, because in 
the :--ection which embodies the method of dealing with proces es 
of the commission, proce s for subpmnu, proce of enforcing 
ordinary orders respecting r~ports, . process for production of 
uocnments, process for the puni hrnent of contumacious witnes. es. 
and all the other ordinary machinery for the actual operation 
of the commis ·ion investigations and hearings, there is found 
th:1t provision. It might very well be held to relate entirely to 
the proceedings under t11e section to which the gentleman refers. 
And the exclusive jurisdiction conferred upon the circuit court 
of n ppellls i ex pre ly reln ted to and found in the section 
which de:1ls with unfair mE"thod of coilll)etition in busine~ . In 
addition thereto, as indic:lted-that section 9, to which the gen­
tleman refer , was dealing entirely with methods and proc­
e s -it proYides thnt the jurisdiction of the district courts 
of the United States shall be invoked only upon· the application 
of tht! Attorney General of the United States. and only at the 
reqne t of the commission. Assuming all the gentleman say&, 
it would not become a conflict of jur· diction until the npplica­
tion of the Attorney General to the district court after the 
request of the commis ion had been IlUlde. The comjllission 
would neYer u e that method to enforce its unfair-competition 
order. 

:Mr. SHERLEY. I grant the gentlemnn that the jurisdiction 
of the disn·ict court can only Le appenled to by tlle Attorney 
General of the Un.it d States on reqnest of t'..le commission, but 
a uruing thnt it was so 1m·oked and a writ of mandamus wns 
son,.ht, in resisting the issuance of thnt writ would not the 
proceeding of necec:: 'ty vest the district cout·t with jurisdiction 
th·tt in ~mother 11Iace in tile bill it is stated to be exclusively 
with the circuit courts of appeal? 

1\Ir. COVL. "GTO~. If such an unusunl and unlikely situntion 
as that should develop there would undoubtedly be a conflict of 
jurisdiction. . . 

hlr. SHl£llLEY. In other worcls, there is a conflict which can 
be a•oided by the <'OnlDlis ion not taking adYnntnge of the pro~ 
vision ns to mandamus writs in the district court? 

1\Ir. COVIXGTON. Certainly. And. moreover, the Attorney 
Genernl him elf cHn not tnke nd,·antnge of that unless the com­
mi son itself desires to in,·oke the order and make application 
to him; so it i a conflict t~at is upparent rather than one that 
rai~es a substantial difficulty. It Is also ea'Sy to correct, if it is 
desirnble. 

Mr. SHERLEY. I understand. 
Mr. COVINGTON. The Hou~e managers yielded to the Senate 

m~nngers with respect to the section in the Senate bill dealing 
with unfHir methods of competition. At the time the -originnl 
Hou e !Jill was pas ed I stated, in pre enting the bill to the 
Bouse: 

Tbc commission bas in no senl'le been empowered to make terms with 
monopoly o1· in no way to assume c0ntrol of busine~s. • • • Ther 
bas been no attempt to deal with tb~ que. tlon of maintenance of fix{'d 
prices. The commi. sion has b•!en given no powt>r to pass ordc1·s in any 
way regulating production It bas not been clothed with authority to 
make a d~>clarntion as to the innocuousnes of any particular corpo-ration 
or agre{'ment. even If coupled with thP right to rrvoke such order in 
future. All thos{' pt·oblems are tntt-rwoven with the lodustrial busine 
of the country in snrh a way as to be efl'ertivel.v legislated npou, it at 
all, only afte1· the most exhaustive investigation by trained experts. 

The a<'ceptance of section 5 of the present bill, conferring 
upon the Federnl trade comml.ssian the power to deal with un­
f<lir methods of competition. in no wise interferes. with the 
declaration made by n1e respecting the way in which the p·owers 

of the comm1 s1on ought to be circumscribed. There i. not 
now found within the extent of the well-defined doctrine of the 
substantive Jaw reeognize~ by the courts as "unfair methods 
of competition" nny attempt to make terms with monopoly o1·, 
through the instrumentality of the Federal trade commis ion, 
to regulate production or enforce by orders the maintenance of 
fixed prices. Neither is there lurking within the do :::trine any 
authority to declare lawful or harmless for the future the gen­
eral plan of organization or opern'ion of any particulnr eor­
poration engaged in commerce. In fact, "unfair methods of 
competition" is a snbj~ct simply a-roided entirely at the time 
the Honse bill was pas ed, because in the division of jurisdic­
tion between the House CommHtee on Interstate and Foreign 
Commerce and the HousP Committee on the Judiciary there 
was pending before the Comll.Uttee on the Judiciary, and subse­
quently passed, a bill which, among its other provisions. con­
tained · a series of definitions :~gain t certnin nnfnir methods of 
competition, nnd which proYided nrbin·arily for the punishment 
under all circumstnnc of the per~ms, partnerships, or corpo­
rations guilty of the practices defined aud pr h~bited. It was 
only when the trade cornmi..~. ion bill and the nntitrust bill 
reached the en..'lte tllat it became a much-mooted and yery 
open question wh<H We the best . nd most effectiY2 wny to deal 
with the various practices of unfair or destru ~tive competition 
which, if permitted to go on unchecked and uncontrolled, be­
come potential for re traint of trade or monopoly. When the 
trade commission bill c me to the floor of the Senate thnt body, 
after morP. than a month of mo. t informing debate. voted quite 
decisirely for the in erlion in the bill of the provision of law 
now embodied in section 5, and which reads: 

Th!lt unfair methods of. competition in commerce are hereby dc::In.red 
unlawful. 

The commission is hereby empowered and directed to prevent per­
ons, pat'tnE'rship , or c-orporation , except banks and common carriers 

subject to the act to rt>gulate commerce, from using unfair m thods of 
competition in commerce. 

There then followed in the ection a method of procedure for 
the enforcement in the court of the orders of the commission, 
imilnr to the proced.ure now in force with respect to the orders 

of the Inter tate Commerce Commi sion. 
The House managers gave a good denl of consideration to 

this ..,ection. It ~·a recognized that it did not nppear in any 
form in the Hou e bilL It embraced within it broad and 
el::t tic scope nll the specific practices og.'linst which there had 
beeu prohibitions in the Clayton bilL After careful con. idera­
tion. howen~r. it e rued the wi e thing to accept the section. 

It is now generally recognized that the only effeeti-re means 
of estnblishing and maintaining monopoly, where there is no 
control of a natural resource or of tr, nsportation. is by the n>::e 
of unfair competition. The most certain way to stop monopoly 
nt the threshold is to pre>ent unfair competition. This can be 
best accompli bed throuah the action of an adminis r.:tti\e body 
of practical men thoroughly informed in reg~ird to bnffiness 
who will be nble to npply tile rule enacted by Con;:n·e to par­
ticular busines ituations o as to erndicnte evil with the least 
risk of interfering with legitimate bu ines opm-ations. 

It is impossible to frnme definitions which emhrnee all un­
fair prnetices. Ther is no limit to human inventiveness in 
this field. E,·en if an lmown unfair practices were specifically 
defined :1lld prohibited. it would be nt once nece sary to begin 
oYer again. If Congress were to adopt the method of definition 
it would undertnke nn endless task. It is nlso practically im­
pos ible to define unfnir practices "o th. t the definition will fit 
bnsine.~s of c•ery _sort in every port of this country. Whether 
com11etition is unfnir or not generally depends upon till> sur­
rounding ctrcumstnnce of the particular case. What is hnrm­
ful under cert:<1in circumstances may be beneficial under differ­
ent circumstances. 

When the trnde commission bill wns first reported to the 
Sen:tte containin~ section 5. which at that time proYicled thnt 
"unfair competition in commerce shnll be unlnwful," it is 
quite true thnt it wns the contention of n nnmber of nble Seu­
ntor. thnt the expres ion "nnfHir competition" wns so va~ue 
:11::1 npplicable to indnstrinl bu!'\ine. s in this ('()Untry thnt a pro-
hibition of it "·ould be lncnpnble of enforcement nt lnw. Eren 
tt <'asnnl exnminntion of the authorities, howeYer, shows that 
·dew to hn Ye been nnsonncl. 

·• Unjustly" is n word thnt is often used in defining or '{}e­
claring a ru1e of conduct. nnd it hns been applied a grent runny 
times. Among others I find the cnse of ~cGear v. roung ( 44 
Southwestern neporter, 194). If" unjustly" is certain, is" the 
fair" Jess certain? _ 

Mr. HULI~GS. Will the ~rcntl~m::t.n yiold? 
l\lr. COVINGTON. Certainly. 
1\Ir. HuLINGS. I would like to ask if two or half a dozen 

gentlemen have a partnership :mel are engaged in what migl1t 
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be termed unfair processes between the States and a half a 
dozen gentlemen who are incorporated in a corporation in some 
of tbe States are enga.Jed in the same kind of business, would 
this act require the corporation to cea e that kind of thing and 
permit the partnership to go on in the same business? 

l\1r. COVINGTON. No. 
Mr. HULINGS. So it does co>er a partnership? 
Mr. COVINGTON. The section which deals with unfnir 

methods of competition confers upon the commission certain 
administrative powers somewhat analogous to the Interstate 
Commerce Commission, extending to persons, partnerships, and 
corporations, and with respect to the great industrial activities 
in intersta te commerce. It embraces within the scope of tbat 
section e>ery kind of person, natural or artificial, who may be 
engaged in interstate commerce. 

Mr. HULINGS. Where is it in the bill? 
:Mr. COVINGTON. It is in section 5. 
Mr. GREEi~ of Iowa. Will the gentleman yield? 
:Mr. COVINGTON. I yield to the gentleman from Iowa. 
1\lr. GREEN of Iowa. As I understand the bill, the term 

"unfair competition" is nowhere defined therein, and it is left 
for the commission to determine in the first instance whether 
or not any particular act constitutes unfair competition. Am 
I correct? · 

:Mr. COVINGTON. The · gentleman is correct. 
1\Ir. GREEN of Iowa. Then the commission will do, in the 

language of the bill, in accordance with their opinion. 
l\1r. COVINGTON. But tbe language of the bill does not say 

exactly that. It says that after a hearing and findings of fact 
the commission is of opinion. · 

1\Ir. GREEN of Iowa. I think the gentleman will find the 
language of the bill reads that way. I will read it. 

Mr. COVINGTON. It does not say merely in accordance 
with their opinion. It says that if in their opinion, after the 
hea ring, the person or corporation has violated the statute. A 
court also does that. 

Mr. GREEN of Iowa. I accept the construction the gentle­
man has placed upon it, and then I will a,.sk further if the de­
termination of their opinion is based by any legal precedents 
on the subject? · 

Mr. COVINGTON. Surely; they are to determine. The gen-
. tleman's question is a very pertinent one. Tills is a new field 
in the law in this country with respect to interstate commerce. 
We are attempting to control and protect honest competWon 
in this country, and unless a man has been a specialist in the 
law with respect to industrial business 'it is quite likely that he 
ha s not realized the extent to which there has been a growth 
of the substantive law with regard to what are known as "un­
fair methods of cqmpetition." I state quite candidly to the 
gentleman that at tbe time this measure was first mooted in 
the House I held to the opinion that " unfair competition " or 
" unfair methods of competition," as a phrase to be founq in th~ 
law, was so probably vague as to be unenforceable. But after 
having given some months of study to the subject I am able to 
say that there is in existence to-day a surprisingly well-defined 
class of declarations by the courts in cases arising where suits 
for damages have been brought or where the injunctive proc­
e ses of the courts have bee sought to be invoked, stating un­
fair competition or unfair methods of competition as a legal 
definition. All the conferees were clear upon that. 

As a matter of fact, a careful examination will show that 
when the Sherman Antitrust Act was passed in 1890, contain­
ing the expres ion that "contracts in restraint of trade are 
hereby declared to be unlawful," there was not one tithe of 
legal interpreta tion to tell the courts what contracts in restraint 
of trade are that there is to-day to tell the courts what "unfair 
methods of competition" means. 

If the gentleman from Iowa [l\Ir. GREEN] will follow me, 
I think be will be satisfied of that fact. 

The SPEAKER. The time of the gentleman from Maryland 
has expired. 

Mr. AD.A.....\fSON. Mr. Speaker, does th~ gentleman from 
Maryland wish additional time? If so, how much additional 
time does the gentleman desire? 

Mr. COVIXGTO~. I think 15 minutes more would be all 
that I -mny need. 

l\Ir. ADAMSON. Very well. 
The SPEAKER. The gentleman from .Maryland is recog­

nized for 15 minutes more. 
1\Ir. COVI!\GTON. During the debate in the Senate there 

were called to the attention of that body by Senator CUMMINS, 
of Iowa, two instnnces of ·\-ery broad use in law of words 
similar to " unfair," for. the purpose of prescribing a rule of 
conduct-one in a statute and one in a decree. The first in-

stance is found· in the statutes of New York in the laws of 
1910, chapter. 374, article 11. It reads as follows: 

Every person operating a motor vehicle on a public highway of 
this State shall drive the same In a careful and prudent manner, and 
at a rate <Jf speed so as not to endanger t he property of another or the 
life or limb of any person": Prov ided, That a rate of speed of 30 miles 
an hour for a distance of one-fourth of a mile sha.ll be presumptive 
evidence of driving at a rate of speed which is not careful and prudent. 

Section 290 of the laws to which I have referred prescribes a 
penalty for a violation of the provision I have just read. It 
has been sustained in the courts of New York as fixing a rule 
sufficiently certain to guide those who might be affected by it. 
It was first passed upon in People v. Winston (155 Appellate 
Division, N. Y., 907). It was again passed upon in the court of 
appeals in Baker v. Close (204 N. Y., 92), and in the latter 
case tbe court said : . 

Both pedestTians and drivers of motor vehicles are required to exer­
cise that degree of prudence and care which the conditions demand. 
It is impossible-

Says the court-
to formulate any more precise definition of these I"elative rights and 
duties. 

If it is sufficient to say to the people who are to be affected 
by a law that they must drive a motor vehicle in a careful and 
prudent manner, it would seem to be sufficient to prescribe for 
those engaged in trade that they must not practice unfair com­
petition, in view of the many qpplications those words have 
already had and the many instances in which they have been 
applied, both by courts and commissions, in the general litera­
ture of commerce. 

Mr. GREEN of Iowa. I wish to go a little further with my 
question. I hope the gentleman will convince me by the a.uthori­
ties be has cited as be has convinced him elf, but I am not yet 
convinced. To go further with my -question, as I tinderstand, 
the gentleman thinks this act does not declare any particular 
act to be wrongful which has not heretofore been included 
within the term "unfair competition" by the courts? 

Mr. ADAMSO~ rose. . 
The SPEAKER. For what purpose does the gentleman from 

. Georgia rise? · 
.Mr. ADAMSON. I wish to say that it is especially desirable 

that the gentleman from Maryland [Mr. CovrNoTo~] shall have 
f-ull opportunity to answer questions and to explain thi bill, 
and yet there are three or four other gentlemen who have asked 
for a Uttle time. I therefore ask unanimous consent that my 
time be extended not to exceed an additional hour. 

The SPEAKER. The gentleman from Georgia asks unani-
mous consent that his time be extended not to exceed an hour. 

1\Ir. COVINGTO~. I shall not exceed half that time. 
The SPEAKER. Is there objection? 
There was no objection. 
Mr. COVINGTON. I want to call the attention of the gentle­

man from Iowa [~Ir. GREEN] to the statute thnt has recently 
been passed by the State of New York and which I just · re­
ferred to, and to ask him whether he thinks it places upon the 
courts a lighter burden or a greater burden than the expression 
"unfair competition"? That statute respecting automobiles in 
the State of New York, as I said a few moments ago, bas been 
construed to be enforceable and punishments under it have 
been sustained, and it says-and this is about all it says-that 
" every person operating a. motor vehicle on a public highway in 
this State shall drive the same in a careful and prudent man­
ner." [Laughter.] 

Mr. STEVEXS of Minnesota. Mr. Speaker, will the· gentle­
man yield to me for a question? 

The SPEAKER. Does the gentleman yield? 
Mr. GREEN of Iowa. It does uot answer my question at all. 

I hardly wish to take the gentleman's time by answering his 
question in return, although I will do so if he wi hes. If the 
gentleman will kindly permit, my question was whether this 
act creates any new offense unknown to the courts under the 
term "unfair competition." 

Mr. COVINGTON. It does not; but it does this, if I may 
be permitted to complete the answer: It gives this commi sion, 
when its official order is finally adjudicated in the courts under 
the constitutional authority that we could not take away from 
the courts, the power to expand the law in respect to " unfair 
competition," just as the law of negligence has been expanded, 
just as the _law of fraud has been expanded, just as th{' Ia w of 
restraint of trade has been developed, aucl to make ''unfair 
methods of competition" a vital , elastic principle of the law, 
which is the only thing that makes the de\'eloping process of 
the common Jaw worth having in this country. [Applause on 
the Democratic side.] 

' 
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Mr. GREEN of Iowa. · Does ·tl1e gentleman - ~ontend that in 

respect to criminal matters the criminal 1"::1w with reference to 
fraud and -false pretenses has been changed?. 

Mr. COVINGTON. Yes; times without number. 
Mr. STEVENS of 1\IinneSQta. Will the gentleman allow me 

a question? 
Mr. COVINGTON. Yes; I yie1d to the gentleman. 
Mr. STEVENS of Minnesota. Does the gentleman recall the 

fact that be brought to me a textbook on the subject of "unfair 
competition"? 

l\Ir. COVINGTON. I do. I recall that I brought to the gen­
tleman from Minnesota such a book, not knowing before I gave 
it to him that there was such a >olume of law in existence--a 
textbook written by a gentleman whom I understand to be a 
fine legal specialist and one of the bes lawyers in the city of 
New York-a book entitled "Nims on Unfair Competition," in 
wbicb the author discusses exhaustively the whole ~::ubject that 
we start out with as a distinct and well-established principle of 
law. 

Mr. STEVENS of Minnesota. Is the gentleman aware of the 
fact that that textbook contains a list of fifteen hundred cases 
on that subject, covering 30 solid pages, devoted to the defining 
and explaining of those cases? 

l\lr. COVINGTON. Yes; and I thank the gentleman for that 
question. I knew that be had examined the extent to which 
tho author hnd dealt with the subject with some care, and I 
am glad to have him point out bow extensive have been the 
court decisions on the subject. Those cases deal with every con· 
ceivable variety of act that appeals to the courts as "unfair 
methods of competition." 

And, by the way, I call the attention of the gentleman from 
Iowa to a distinguished former colleague of his whom I re­
gard as one of the ablest lawyers that ever sat in this House. 
Judge Wulter I. Smith, now a judge of the district court of 
the United States for the State of Iowa. When he handed down 
his opinion, not yet printed, but of which the advance sheets 
have been issnt::d, in the International Hp.rvester case, be re­
fen·ed to the group of practices in the Government complaint 
as violative of the law because unfair methods of competition. 

Mr. GREEN of Iowa. And already covered by the Sherman 
law. 

1\Ir. COVINGTON. But, if the gentleman please, the Sher­
man law contains nothing except the statement that those act~ 
constituting restraint of trade or monopoly shall be restrained 
and the perpetrators punished, but it loaves the character of 
the illegal acts to the definition of the courts. We are seeking 
here not to enter into any unknown or .speculative realm of the 
law but to deal. as we ought to deal, with those practices of 
unfair trade in their incipient stages which if left untrammeled 
and uncontrolled become the acts which constitute in their cul­
mination restraint of trade and monopoly and the groundwork 
of the trusts which have menaced us industrially. [Applause.] 

Mr. Speaker, I wish the gentleman from Minnesota [Mr. 
STEVENS] and the gentleman from Illinois [Mr. l\IANN] to have 
some· time in which to discuss this measure, and therefore I 
sha 11 ba ve to ask to be allowed to proceed without further' in­
terruption. 

Now, l\Ir. Speaker, whatever we may think of the English 
colonial governm~nts, they are controlled by >ery able men and 
their statutes are usually fine specimens of legal draftsmanship. 
The Australian act for the prese1·vation of industries and the 
repression of monopolies, originally passed in 1906, provides: 

Any person who, either as principal or as agent, makes or enters 
into any conh·act, or is or continues to be a member of or engages in any 
combination in r elation to trade or commerce with·· other countries or 
among the States- (a) in re traint of or with int!lnt to restrain trade 
or commerce ; or (b) to the destruction or injury of or with intent to 
destroy or injure by means of unfair competition any Australian indus­
tr·y, the pre. ervation of which is advantageous to the Commonwealth, 
having due regard to the interests of producers, workers, and consumers, 
i!- guilty of an offense. 

Farther on it says: 
For the purposes of section 4-
And what I ba ye read is from section 4- . 

and section 10 of this act, unfair competition means competition which 
is unfair in the circumstances. 

And the validity of this act was specifically upheld by the 
Pri>y Council in 1913 in the case of Attorney General v. The 
Adelaide Steamship Co. (Ltd.) (Privy Council, 1913, App. 
Cases, 781). . 

The idea that "unfair competition" is a term so >ague as to 
be meaningless was, in fa ct, soon abandoned by those in the 
Senate \Yho originally held to that Yiew. _ 

But the or1ponents of remedial legislation of this sort were 
most persistent, and it then began to be asserted that unfair 
competition has a very definite meaning in the law, and one 
distinguishe<'i Senator made an extensive speech to show that 

thei·e was a •e·ry ·clear line of cases· defining tlle practices wbiclt 
are known as "urtfair competition." Tbe argument was ad­
vanced that the expression is a clear. definite, legal expression, 
but that its scope by the courts is limited to trade-mark cases, 
or those in which, without reference to the existence or non­
existence of a trade-mark, the " palming off" of goods was the 
particular offense. 

I llaye not now the time to go into a very careful analysis of 
trade-mark or " palming-off" cases. However, one of the most 
important of them is the Coca Cola Co. v. Gay-Ola Co. (20Q 
Fed. Rep., 720). It was there held that the manufacture and 
Sale of an article in ·close imitation of the defendant's .product, 
with the evident pu~·pose of deceiving consumers, constituted 
unfair competition and should be enjoined. There is not a sug­
gestion in the case that unfair competition is confined to the 
kind of practice described in the complaint. 

It is a fact that in both trade-mark suits and in those where 
the complaint is that the defendant is palming off bis goods for 
those of the complainant it has come to be the practice to apply 
the term '' unfair competition" to cases which equity will en­
join, but there is absolutely nothing in the cases to show that 
the terrn is applied exclusively to such cases. They are merely 
two kinds of unfair competition. 

Upon this subject I want to call the attention of the H ouse 
to the statement of Senator HoLLIS, of New Hampshire, in his 
very able speech e1ucida ting the subject of unfaiL· competition, 
in the Senate on July 15 last: · 

I have carefully examined many of the cases cited by the Senatot· to 
establish the point that the term "unfair competition " is confined in 
law exclusively to the practice of substituting one kind of goods fol." 
another. None of these cases supports the Senator's proposition. All 
of them, it is true, are cases in which the complainant sought to pre­
vent the defendant from "palming oii" his own goods -in place of the 
complainant's It was held in each case that such pr-actices do legally 
constitute "unfair competition," but no case holds that "unfair com­
petition " is limited to tbis class of trade deception. Any such declara­
tion would be at best obiter dictum, for that point could not, from the 
nature of the case, be involved in the decision of the s nit. It was for 
the court to decide in each instance whether the particular case came 
witnin the law !lgalnst unfah· competition, not whether some other case 
lay outside it. 

Mr. Speaker, much as it may seem a novel proposition of law 
to those who have not investigated the subject, the term "unfair 
competition " or " unfair methods of competition " has a suf­
ficiently definite meaning in law to be enforced when constitut­
ing the prohibition of a statute. And while most of the earlier 
cases related to the infringement of trade-marks, the term 
may be said now to embrace those unjust, dishonest, and in­
·equitable practices by which one seeks to destroy or injure the 
business of a competitor. 

In discussing the growth of the law of "unfair competition" 
the Encyclopedia of Law, -.olume 28, page 328, says: 

The law of unfair competition, including trade-ma rks and trade 
names, is of comparatively recent origin. The . early cases fully recog­
nized this doctrine. but as unfair competition by means of the imitation 
or infringement of trade-ma1·ks covered by far the most numerous class 
of cases presented, the courts fell into t he practice of deciding all cases 
upon the doctl·ines of trade-mark law, and to a greater or less extent lost 
sight of the broader principles of unfa ir_ competition. • • • This 
law of trade-marks became specialized, and the law of unfair competi­
tion remained in abeyance, or, if recognized at all, was not recognized to 
its full extent or under that name, r elief when afforded being " npon 
principles analogous to trade-marks." • • * The law ol trade-marks, 
however~ has been too thoroughly specialized and crystallized by stat­
utes ana decisions to become wholly merged in the law of unfair com­
petition. 

Nims on Unf~ir Business Competition, page 1, is as follows: 
In the digests one usually finds unfair-competition cases under the 

general head of trade-marks. This is misleading, for t he law of trade­
marks does not include unfair competition, but, rather, the law that . 
governs trade-marks and infringements of them is but a part of the law 
regulating unfair and dishonest competition and trade. 

This misconception of the true meaning and scope of the doctrine of 
· unfair competition may cause some to take issue with the writer on the 
correctness of including in 8 book b«o>aring the title of Unfair Compe­
tition some of the classes of cases here included. It is believed, how­
ever, that the bar will be called upon more and more frequently to -pro­
tect traders whose business is threatened with injury or destruction 
from many sorts of dishonest or unfair competition besides those arising 
out of trade-marks and trade names. Referring to the development of 
unfair-competition Jaw, W. K. Townsend <>ays: "Not yet fully a dopted 
by all the courts. still to be developed in its applica tion to particular 
circumstances and conditions, this broad principle of business integrity 
and common justice is the product and the triumph of t he ·deve lopment 
of the law of trade-marks in tbe last half centmy and the bulwark 
which makes possib-le and protects the world-wide business reputations 
common and growing more common in this new country." 

Unfair competition is not confined to act s directed against the owners 
of trade-marks or trade names, but exist s wherever -unfair means are 
used in traqe rivalry. Eqmty looks not at what business the parties 
before the court ax·e engaged in, but at t he honesty or dishonesty of 
their acts. It is unfair to pass off one's goods as those of anot he r per­
son; it · is unfair to imitate a rival's trade name or label ; but be who 
seeks to win trade by fair means or foul !s not limited t o these meti1ods . 
He may copy and imitate the actual goods mad e o1· so ld by a comp<>tito r: 
.he may libel or. slaJ;Ider these goods, make frau~ul ent use of a f<lmily 
name, of trade secrets, of corporate names, of stgns. of tbt·ea t of a l, ­
tion; be may constmct buildings which are r eproductions of peculidr 
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buOdings '01 11 riTlll. thW! producing confusion In the minds of pur· 
chasers which enables him to purlcin his rival's trade, and In a hundred 
other ~nfair way~< secnrll anottll'r's trade. All al'tS done in business 
compe-tition are either fair or :fraudnknt. equltahle or tnequltahle, 
whether· tiH'Y :relate to marks or nllt; and it ts bellt>v d that the ques· 
Uon of ..tr·adp-marks will oon be lost .sight of In di cussing unfair com­
petition. in the problem of securing, tbrou <:rh tbe principles of equity, 
full protectlcn to ~very merchant against unfair business methods. 

And farther on in h1 work the same author (.Nims on Unfair 
Business Competition. p. 385) says: 

l\finnesota, decided A:ngu t 2 la~t. ann to which 1 haYe already 
referr·ed, Judge Walter IJ:. Smith sn id ~ 

While the evidPnce ho.ws 11ome In tances of nttemptl'd oppression of 
the Amer·lcan tr~tde b;v the International and the American companies, 
such cases a.re spornchc, and In -1-!e net·at tbt>1r treatmPnt of their· smaller 
competitors has been fair and just. and' if the Intematlonal and Ameri­
can companiPs wer·e not In themRelves unlawful, therl.' is nothin<> in 
the history of lbe expanding of the lines of .manufacture. so nB to 
make an all-thl.'-yeal·-a•·ound bu iness, that could be 'Condemned. 

.Judge Hook, concurring. snid: 
There arl' many ways otller than by tnterferenee with contract, of 

harassin~ tnterfPrin~ w1th. and ob tructing a compl.'titor in such a In the main the business conrtuct of the company toward Us com-
manner as to amount to unfair competition lD the broadest sense of petltor has been bo.norahle, .clean, and f.ulr, 
the term. J ·udge Sanborn. di~ enting, said: 

In support of thnt proposition cases are cited ns follows: The evidence in this suit sepms to mi.' to pre ent a new ca. e under the 
In Sperry Hutchinson Co. v. Louis Weber Co. (161 Fed. Rep., nntitl·u~<t 1aw. No ease hRB been found In the books, and none has 

. 1 ~,1 • • ti' t come under my observa tlon. In wbi~h the abRence of all the evlls 
219) the comtJiainant was held en tit lt'U to an tuJUDC on ° against -which tbnt law was directed nt the time the suit was brought -
prevent defendmtt from interfering with Its business of 1Rsuing and for seven sea1·s befor·e wa.· so conclm~ively pro>ed aR In this nit'" 
trading stamps by inducing the dolntion of contrHcts with it. thl.' absenee of ·unfait· or oppr~>. slve tl't'atment of rompetitors. of nnjo. t 

F d n 51
-) ~ lei' Ol" <{)ppre~:-iw methods of competition. 'the ahsenct> of the drnwtng o! 

In Eveu. on v. Spaulding {150 e · ep., t o..:pan mg an undue share of the business a,-o;•ay from competitors and to tht- d.e-
mnnnfnctured buggil;! and wngons in 1owa and .sold tbem., fendants;, the absence of the raising of pl·ice~ of the at'ti<'le al'l'ected to 
througb itinerant salesmen, to farmers and others in the State :tJwir consume-r·~. tnt:> ~1 h . P.net' of the limiting of the oroonct. the ab-

1 · h 1!t-nce of the dPteriora"tion of the quality, the abs n::e of the decrease of 
of Wushington. An as ociation of hardware dea ers m t e the wages of the labot·Prs and of the pMee~ of mnter·ial~-tbe ab. ence. 
Stnte of Washington employed '3.gents to follow Spau1ding's 1n sbo11:, of all the elemPnts of undue Injury to the pul)Jic and undne 
snlesmen, to interrupt their con,·ersHtions with farmers and rest,·alnt of trade. to;.! ether with the Pl't-l'w.nct- of ft·~ 'Competition whlrh 

tnc-J•eased the s:ba-re of tbe rompetltors tn the interstate trade and de· 
dJssuade the lfl.tter by false statements and otherwise from .crea~ed the shar.e of the dP.i:Pndants. 
busing 'SpauldiuJ!'S goods, :and in various wHys to intimidate But, Mr. Spe.1ll~:er. It I. a recognized fact tbnt there mt~y be 
and interfere with tbe salesmen. This wns beld au unwnr- ! many contro,·er~ies betwe£>n eompeUtors ·O'I·er th£> fnirnE>Ss or 
ranted attempt to destroy complainant's business and an injunc- :unfairness of methods of oompetiti-nn with which the pnhlie c11n 
tlon wns grnnted. h;n-·e no concern. The trnrle rwnct'ire or act mas not e,·en in.-

In Swndard Oil C<>. v. Doyle .(118 Ky., 662) .an injunction directly be to the dPtriment of the puhlic. In snch ra!'es com .. 
wns isR ued a:rairut the Stanfutrd Oil Co. under these .circum- :Petitors properly ought to b(> left to tbelr ordinnry leg-}ll rt"'me­
stances: Its agents attempted to ruin the business 'Of D {jyle di$ through the <!Otll'tR. And tbi~ wn the thought of tboRe 
b.Y making fa l e representations to his customers and by threats Seruttors who most earefolly ron-sidered this bill in the Senate. 

nd intimidation~. It nJ o harassE>d his employees by following Senator CUM ITNS~ of il{)wa. said: 
and int~rfering with them .and offering his ·cust.amet:s oil t ~Ye bave cho E'n to Teport a rule for the tT'ade commt. ~ton .in the 
a ]ower rate or for nothing. !a.n~uage whic~ bas bel"n sugge. ted. mamel:v, "unfair competition." It 

In Com:mercial Acetylene Co. v. ATery Portable Lighting Co. Is tbat competition which is re.·or'tPCI to for the porpose of dP.strovlng 
'{ll'\2 Fro. Rep., 642) the brimri:nt? of a muJtiplicity of -suits, co:mpE'tit1on. of Ptlmfnstin!! 11 competitor. and of tntrrniueln!! monnpolv. 

'-' ~ ~ That 1s 'the 'unfair <'OmpE'tltion" In ltll broad se-n P which thiR bi't 
·started not in good faith, but for the purpose of deterring the . .endeavors to prHtmt. • • • Thl.' nnf~th'n~"ss mn~t .bP tinctnrPd 
public from purchasing from .a tiva.l .and of ruining his trade, with unfnirn<'ss to tbe public, not merel:r wlt'h unfalrnes!' to the rJval 

. or compPtitor. • • • Wp al'l" not Imply ~·In!! to 11rotPCt one 
was enJoined. man ag'ainRt anotbPr: we are trying to protPct thP pPople of the 

ln the case of the Standard Oil Co. 'V. United .States (:2.2.1 I"nited States. and of conNle thf're must be in the ImposturE' or in the 
U. S.) the Supreme Court used .this language: vicious practice or method !'ometttlng t l>at 'hn. a tpndencv to affe-ct tho 

people .of t ~ ronntry or be ln_fnrirmR t-o their '1.\Tltnre. (CONGRES.SlO~.AL 
Without attempting to follow the elaborate -averments -on these sub- RECOIW, June 25, 1914~ .PP- 12Hi0-12151.) 

jeets spr~ad over 57 page of the prtnted re.aord. 1t snffi'C!'s to say that 
uch averment may properly be grouped under the -following beads: An:d Senator HoLLJ , of • ·ew H~m~bire. Inter unsaid~ 

• • • unfair practices again!U .competing pipe lines; • • • un- : One .of t'he weat h ues ln the aas.t prC'.'lldential 'Campnign was wbetber-
talr methods of competition. such ns local price-cutting at the points the solution 'Of the trmrt prohlem wa!'l to bt> found in the re!!nlatton of 
where nece ary to suppre s competition. monopol.v or in the r~ula'tion of comp~>tJtion. The nemoPI'atie Par·ty 

<tlt>rl ~ t·Pd it . If for the attolit1on 'Of monopoly and the r~nlatlon of com-
In United States v. Patterson (205 Fed. Rep., 292) there was "Pt>t'i-tion. The regulation 'Of comwtltlon mNm~ tbA.> P''~'""ntlon of corn­

an inclictment of officers of the National Cash Register Co. for .pet ititm that dt>Rtroys for the ,nm·po e of .Jl'llinin~ mononoly, and Ro ls 
violation of the Sherman Antitrust A'Ct. 'Tbe indictment set armful to fbe pubJic-.th~ prf',rf>ntlon. in ~hort_ of unfair <.'ompc•tltion. 
out 11 methods of onfaiJ' ·competition. Tbe ·defendants claimed I I~e~:-s~~~~~npe~·~~c~tv 8~~~~~~~~t-fo{0:~'h:~?~~~fantl~~ ~~nco,;'~~~b:Jo~· b~h'~ 
1hat the aJleged tm.l!twful a-cts ~vere -committed against in- present Con~. Is charced "'-'ith tlH> dut;v of !Hl~!.viDJ; tile defect ln 
'!ringers of p~tents <Owned by the Nationnl Cash Register Co.. J:be law. (Co;.;onEssro~AL RErono. Jul:v 15. p .. 132_.~.t 
.and were therefore iawful. T.be court denied this claim, hold- As the biD passed the Senate th~re wa 11rot. huwever • .nny 
ing that a pntentee for the protection of his r1ghts t:mt.ler ;the limitation in sec:-!iu!l 5, rel.'tting t~ unfair competition. directi':g 
pntent is 'limited to tbt> pnrsuit of his le}!al remedies in the 'I !be trad~ .c.oruun~Rron to deal \Yttb ca&-s ouly ':ber·e a pnbhc 
Federal courts. The court. Hollister, J., said, at 1Jage 300: mterest :IS m'fol•ed. so the conferees agreed rto msert a provl· 

The dactrlne n. serted tn •this cnse for the 'first time, that the r·igbts ]on that t'tK> com mi. l'ion ~lll liCt- · 
of the patentee are of such dtaracter that tbose 'Opet·ating under tbfom ' tf 1t -shan :af.Jl)f'a; to the commission tbnt a proceeding by It in respect 
may agr·~>e, In order to protect them, . to engage in acts of unl:J wful I thereof wo.uld ibe to the tnte1·est of the puhllc. 
competition such ns arre cba•·ted in thts cas:e. and ev_en to burn their Tll.at pt·events the ·corumis~hm fr<>m hecomjn. g a clearing honse 
compl'titor'.; factory or destroy the competing-as they believe, In· . 
fringing-machines .by 'Violenee • • • 1 am unable to agree with. t.o settJe the en~.ryday quarrels of corupPtttor·s. free from detrl- . 

Aside from that one instance.. bowever. tber~ has been no ev'ldenee ruent to the pub I ic. -wbicb should be adjusted through tlte ordi­
tendlng to -show 11ctunl violence to a competitor's ea<&h register In the . InlTV Jlroeesse of the ronrts. 
'POS Pssion of one of Its -eustomer-s. 'Therefore the argumPnt or rounse1 I 'CO:. f f ·· 5 h b 
im· dt>fendnntf' ~ot>. further. wlt11 thst one e:~tceptlon, thsn the a<'ts of o;:.urue of the ew extreme opponents o section llY'e, ow-
-unfair competition tbe evidence 'for tbe Gove1·nment tends to prove. e•er. declared th:1t H is uucon::.-titutionnl. hecau.e it in,·ol•e a 
But the prlnclpiP is the .same., w'hetber. the aets o! nnfalr com~etitlon 1 dele}!alion ·of legislath-e power to the Federal trnde commi. sion. 
were arts of v·tolffice upon competitors cash <registers themse ves or li·lJIIJiiY there nre not many nersons left WbO 8d\''lTICe th· t 
acts fanlng short of aetua.l violent-e. ' · < ,. ~ ' 

· . . ? . . . Yiew; but in order to clear up tlle point once for nil I give to 
In United Stntes "U .. AmerJetm Tohn-cco Co .. {-21 U. S., 106~ • the House a few decisions which I think absolutely settle that 

in tbe 11J·gument for the Cn1ted States, tile Attorney ~nera~ question. 
(WlckP.rsham~ .and Mr. James C . .1\lclleynolc.ls. w.e .find. a.t In Butterfield v. SfT11nnban (11l'2 U. S., 4i0) the oct of Con-

ipage 122: gress wets uirect:ed agninst the hnpnrter·s o'f lnfetior tea. The 
Moreover, i-t' important, tbe e-vlilence clearly establishes lh.at tbe dP· language of the act wn th;tt it should be unlawtnl-

1'C:ldant~· actions have been characterized by dw·ess and \llnfalr and to import or bring into the t'nltPd StntPs a-ny meTchandl1:e · as tea. 
oppressive methods. · w.blcb ts inft-t'ior In purity. qun!Jty, and fltne for consumption to the 

In the same case in tbe lower 'COUrt United States v. Amerl- aftlndard.s prov.i.ded in ~ec.tlon of this act, and the importation of all 
• Co ' t>Jt F d n '":()? .' 1 i f L b J . -SUCh me-r·cqandrse Is hereby prolllblted. 

can Tobacco . (l'lr.t e . ep., 1 _), .1-opn on o acorn e, .. S io ? .d f -tb 1 t b th S f 
'l'bere Is an nbsence of peTsuaslve evtdem-e that by nnfn-k comp<>tlt'lon e.ct n - pron es or e APfl.O ntmen Y e ecretary 0 

or improper practkes indepPndent dealers bu ve ·been dr.1gooned In to the Treasury, immtld ia tely nfter the I'll • ~ge of tile net n u<l Oil 
giving up their Individual enterprises and selling out to .the 'Principal or before Fel>ruH ry 15 of e}tch ·subsequent .ren r, of tlle bon rd of 
defendant. tea experts, "w.bo shull prepare and submit to him stano;n·d 

In the Yer:y recent case of the United States against J:nter- samples "of tea" wbicb .vere uot inferior in purity. The vnlidity 
national Httrve.<:>ter Oo., in the United States '(}!strict :court for · .of .the law was cluillenged 'On the ground that .it wa.s an undue 
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delegation of legislati-re power, and that it was so vague that 
it did not fix rational and enforceable limits. and therefore was 
not such a statute as a court could enforce. Chief Justice 
White, in rendering the opinion in that case, said: 

The claim that the statute commits to the arbitrary discretion of the 
Secretary of the Treasury the determination of what teas may be im­
ported, and therefore, in effect, vests that official with legislative power, 
L<> without merit. We are of opinion that the statute, when properiy 
con trued, as said by the Cil·cuit Court of Appeals, but expresses the 
purpose to exclude the lowest grades of tea, whether demonstrably of 
inferior purity or· unfit for consumption or presumably so because 
of their inferior quality. · This, in effect, was the fixing of a primary 
standard, and devolved upon the Secretary of the Treasury the mere 
executive duty to effectuate the le~slative policy declared in the 
statute. The case Is within the principle of Field v. Clark (143 U. S., 
G49), where it was decided that the third section of the tariff act of 
October 1, 1 no, was not repugnant to the Constitution as conferring 
legislative and treaty-muking power on the !'resident. becau e it au­
thoi·ized him to suspend the provisions of the act relatin~t..to the free 
Introduction of sugar. molas!:ies, coffee, tea, and hides. we may say 
of the legislation in this ca<>e. as was said of the legislation considered 
in lj'iel d v. Clark, that it does not, in any real sense, invest administra­
tive officials with the power· of legislation. Congress legislated on the 
subject as far as was r·easonably practicable, and from the necessities 
of the case was compelled to leave to executive officials the duty of 
bringing about the I'e ·ult pointed out by the statute. To deny the 
power of Congl'Pl"S to dele~ate uch a duty would, in effect, amount 
but to declaring that the plenary power vested in Congress to regulate 
foreign commerce could not be efficaciously exerted. 

In Union Bridge Co. v. ·United States (204 U.S., 365). section 
1 of the river and harbor act of ~larch 3, 1 no. provides that 
whenever the Secretary of War shall have reason to believe 
th ·t an3· britlge over any nnYigable waterwny of the United 
States is an unreasonable obstruction to the free navigation of 
such waters, it ~hall be his duty, after hearin~, to order altera­
tion of the bridge so as to render navigation unob tructed, 
specifying changes to be made, and prescribing reasonable 
time in which to make them. WilLil.l failure to obey the order 
is rn :1 de n criminal misdemeanor. 

This statute does not delegate legislative power. Harlan, J., 
page 3 5: 

It would seem too clear to admit of serious doubt that the statute 
under which the Secretat·y of War proceeded is in entire harmony with 
t he principles announceii in former ca es. In no substantial, just sense 
does it confer upon that officer as head of an executive department 
powers strictly legislative or judicial in their nature, or which must be 
exclusively exercised by Congress or by the com·ts. * * * As ap­
propTiate to tne object to be accomplished, as a means to an end within 
the power of the National Government, Congress, in execution of a de­
clared policy, committed to the Secretary of War the duty of ascertain­
Ing all the facts es entiat in any inquiry whether particular brid 17es 
over the waterways of the United States were unreasonably obstructions 
to free navigation. 

Congress could have determined the fact itself, but this was 
impracticable because Congress has so much else to do. The 
court fuiiher said: 

By the statute in question Congress declared in effect that naviga­
tion should be freed from unreasonabl~ obstructions arising from bridges 
of insufficient height, width of span, or other defects. It topped, how­
ever, with this declaration of a general rule and imposed upon the 
Secretary of War the duty of ascertaining what particular cases came 
within the rule prescribed by Congress, as well as the duty of enforcing 
the t·ule in such cases. In performing that duty the Secretary of War 
will only execute the clearly expt·essed will of' Congress, and will not, 
in any true sense, exet·t legislative or judicial power. 

In nited States v. Grimand (220 U. S., 506) the acts relat­
ing to forest resen'ations show that they were intended "to 
irnproye and protect the forest and to secme fa -rorable condi­
tions of water flow ." It was declared that the acts should not 
be " con trued to prohibit the egre s and ingre s of ·actual 
settlers" re iding therein nor "to prohibit any person from 
enterilJg the resenation for all uroper and lawful purposes, 
provided that such persons como1y with the rules and regula­
tion ~ covering such forest reservation." It was also declared 
that the Secretary of Agriculture "may make such rules and 
regulations and establish such service as will insure the objects 
of such reservation, namely, to regulate their occupancy and 
use and to presen·e the forests thereon from destruction; and 

· any violation of the provisions of this act or such rule and 
regulations sl!all be pm:Ushed," as provided in Senate bill 538S. 
(Cll. 3, p. 104-:l, Rev. Stats .. as amended.) 

This case arose on indictment .for grazing sheep on reserva­
tion w~thout having obtained permis ion required by the regu­
lation. adovted by tlle Secretary of Agricultme. Demurrer was 
. ustninccl. aml GoYermnent sued out writ of error to Supreme 
Court. Defendants in error argued (1) that the Iuw was un­
con ··titutional, because it did not sufficiently define or define at 
all what nets done or omitted to be done within the supposed 
puniew of tile said net sllould constitute nn offense or offenses 
against the Uniterl States; (2) the law is nncon titutional as 
it i not within the vower of Congress to delegate to the Secre­
tary of A.gricnltnrc authority or power to determine what aets 

· sh<lll be criminal: anu the net in que tion is a delegation of 
legislative power to an executive officer to define and e tablish 

what shall constitute the essential elements of a crime against 
the United States. 

The Supreme Court reversed the judgment of the court below 
(Lamar, 585) : 

Under these acts, therefore, any use of the reservation for grazing or 
other lawful purpose was required to be subject to the rules and regu­
lations established by the Secretary of Agriculture. To pasture sheep 
and cattle on the reservation at wlll and without t·estraint might inter· 
fere seriously with the accomplishment of the purposes for which they 
were e tablished. But a limited and regulated use for pasturage might 
not be inconsistent with the object sought to be attained by the statute. 
The determination of such questions, however, was a matter of adminis· 
trative detail. What might be hat·mless in one forest might be harmful 
to another. What might be injurious at one stage of timber growth, or 
at one season of the yeat·, might not be so at another. In the natm·e of 
things it was impracticable for Congress to provide general regulations 
for these various and varying details of management. Each reservation 
had its peculiar and special features; and in authorizing the Secretary 
of Agriculture to meet these local conditions Congress was merely con­
ferring admbistrative functions upon an agent, and not delegating to 
him le.;islative power. 

Page 517: 
From the beginning of the Government various acts have been 

pa sed confen·ing upon executive officers power to make rules and regu­
lations; not for the government of their departments, but fot· adminis­
tering the laws which did govern. None of these statutes could confer 
I i.lative power. But when Congress had legislated and indicated its 
will, it could give to those who were to act under such general provi­
sions " power to fill up the details" by the establishment of adminis­
trative rules and regulations the violation of which could be punished 
by fine or impt·isonment fixed by Congress, or by penalties fixed by Con­
gress, or measured by the injury done. 

Thus it is unlawful to charge unreasonable rates or to discriminate 
between shippers; and the Interstate Commerce Commission bas been 
giv~n aut!Jor~ty. to make reasonable rates and to admin~ter the law 
agamst d1scnmmation. (Int. Com. Comn. v. I. C. R. Ir.; 215 U. S., 
432; Int. Com. Comn. v. C. IL I., etc. R. R., 218 U. S., 88.) Con­
gre s provides that after a given date only cars with dmwbat·s o! 
uniform height should be used in interstate commerce, and then con­
stitutionally left to the commi sion the administrative duty of fixing 
a uniform stancla1·d. (St. L. & I. M. R. R. v. Taylor, 210 U. S., 281, 
2 7; In Union Bridge Co. v. U. S., 204 U. S., 36-t; in re Kollock, 
1G5 U. S., 526; Buttfield v. tranaban, 192 U. S., 470.) It ap­
peared from the .statutes involved that Congress bad either expressly 
or by necessary implication made it unlawful, if not criminal, to 
obstruct navigable streams, to sell unbt·anded oleomargat·ine, or to 
import unwholesome teas. With this unlawfulness as a predicate, the 
executive officers were authorized to make rules and regulations appro­
priate to the several matters covered by the various acts. A violation 
of these rules was then made an offense punishable as prescribed by 
Congress. But in making these regulations the officers did not legis­
late. They did not go outside of the circle of that which the act 
itself bad affil'matively required to be done or treated as unlawful if 
done. But, confining themselves within the field covered by the statute, 
they could adopt regulations of the nature they had thus been generally 
authorized to make in order t.o administer the law and carry the statute 
into effect. 

Mr. Speaker the rule of law which the h·ade commission will 
administer is the rule declaring unfair competition to be un­
lawful. In enacting that rule Congress will clearly indicate 
the result it desires to bring about; and in enforcing the rule 
so as to bring about the result pointed out by the statute, the 
commission will exerci e a~ni trative and not legislati-re 
power. 

With the proposition settled of dealing with unfair competi­
tion detrimental to the public and potential for restraint of 
trade or monopoly, by a prohibition such as this act contains, 
there was raised a very live question among the conferees. 
The original bill as reported to the Senate provided arbih·arily 
for the issue of the order of the commission against a corpora­
tion alleged to be using unfair competition and left to the courts 
the determination of the extent of their right of review. 

This was so indefinite and uncertain that in the Senate -rari­
ous propo itions were offered as amendments, setting out how 
the cornmis ion should conduct its hearings, how the orders of 
the commission should be enforced in the courts, and to what 
extent the questions in-rolved in orders should be reviewed or 
retried by the courts. The discussion reverted to the old con­
troyersy between a ·broad review" and a "narrow reYiew," 
which was such a live issue at the time of the passage of the 
Hepbnrn Act amending the act to regulate commerce, in 1006, 
and finally the procedure analogous to that relating to the re­
'iew of the orders of the Interstate Commerce Commission was 
adopted on the final vote in the Senate. 

Assuming that such a review as is provided by the Hepburn 
Act is de::irable, which I personally do not belie\e, nevertheless 
a. careful aualyl?is of the powers to be exercised by the trade 
commis ion ho.ws that there is a very grave question whether a 
restricted review of order . similar to that under the Hepburn 
Act, would not involve an unconstitutional delegation of judicial 
power. If this is true, it 'voulcl be wiser, in the case of tlle Fed­
eral trade commi sion, not to follow the Hepburn Act, but in 
other ways to limit the power of the courts to re\iew the orders 
of the commission ju. t ns much, but no more, tllnn the Constitu­
tion certainly permits. There is a fundarneutal difference be­
tween the nature of the power exercise(} by the Interstate Com-
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merce Commission in issnin~ orders under the Hepburn Act nnd 
the nature of the power which will be exercised by the Federal 
trade commission in issuing orders with regard to unfair com­
petition. 

The Hepburn Act empowers the Interstate Commerce Commis­
sion to prescribe the rate to be charged in future. That power 
is legislative in its nature. Courts can not interfere with the 
con..mtntional exercise of legislath·e power. That is the ground 
uvon which the lim itation of the power of the courts to review 
orders of the Interstate Commerce Commis ion i sued under the 
Hevbnrn Act ha beeu sustained. (Prentis v. Atlantic Coast 
Line, 211 U. S., 210; Interstu te Commerce Commission v. Illi­
nois Central n. n., 215 U. S., 452; Philadelphia, etc., Uy. Co. v. 
I. C. C.. J 7 -I Fed. Rep., 687, 6SS ; Southern Pac. Co. v. I. C. C., 
177 Fed. llep., 9G3, 9G4.) 

The Federal trude coi!lmis Ion will have no power to pre cribe 
the methods of competition to be u. ed in future. In is&Hing 
it" orders it will not be exercising power of a legislntive nntnre. 
The basis. therefore. UJJOll whkh the >alidity of the "n<trrow" 
court review proYided by the Hepburn Act rests will be lacking. 

The function of the Federal trade commi" ion will be to deter­
mine whether an existing method of competition is unfair, and, 
if it finds it to be unfair. to order the di ·eontiuuance of it nse. 
In doing thi~ it will exerci ~e power of a judicial nature. Under 
the Constitution power to act finally in a judicial cnpacity can 
be conferred only upon a court. {Kilbourn v. Thompson, 103 
u. s., 168.) 

For the reason stated, there is no analogy between the power 
of the Interstate Commerce Commis~ion unCer the Hepburn Act 
and the power of the l''ederal trade coll.lillis!!.ion in regard to 
unfair competition. There is, however, a perfect analoey be­
tween the former power of the Interstate Commerce Commission 
under the Cullom Act and the p~)\ver of the Federal trude com­
mi sion. Under the Cullom Act the Interstate Commerce Com­
mi sion had the power only to determine whether an exi. ting 
rate was unrea,onable, and. if it so found, to · order the ntH­
road to ce11..,e and desist from charging that rate. The Federal 
trade coDJ.ll:lj ion wi II ha >e precisely similar power in reg:t rd 
to nn existing method of competition. It is instructi>e. there­
fore, to exuruiue the decisions in cases arising under the Cullom 
Act, bearing in mind that the orders of the commi ~ion UTtder 
that act were not final, but were subject to re,iew by the courts. 

In the llaximum Hate case (I. C. C. v. Cincinnnti, etc .. U. R. 
Co., 167 U. S .. 477), which aro e under the Cullom Act, the 
court, by Mr. Justice Brewer. at page 499, said: 

It is one thing to lnqGire whether the rates which have. been charged 
and coiiPctt'd are r~>a ·unable-that is a judicial act; but an entirely 
different thing to prP.sc..·ibe rates which shall be charged in the future­
that Is a legislative act. 

And at page 501: 
The power given is the power to execute and enforce, not to legis­

late.. Tnl' power given is partly judictal, partly executive and adminis-
trative, but not legi ·Iative. · 

In Western Union Telegraph Co. v. Myatt (99 Fed~ Rep., 
835) Judge Hook said, page 342: 

The legislative prerogative i~:J the power to make the law; to prescribe 
the regulation or rule of action. The )m·isdlction of the courts is to 
construe and apply tbe rule or I'egulatlon atter it is made . . The two 
functions are e 'l:leutlally and vitally different. 

And ugain, at page 352 : 
Its [ tbe legislature"sJ acts, generally speaking, are prospective in 

their operation, while the jUl'isdiction o! cou1·ts is exercised upon past 
or exi ·ting conditions. 

In an early case (Kentuck--y & I. Bridge Co. v. Lonisnlle 
& NashYille Hailruud Co., 37 l•'ed. Rep., 5tfi) decided by Judge 
Jackson, afterwards a justi<.:e of the ~uvrewe Court, a railroad 
curuvuuy contended tha t the Cullom Act was uuconstitutiou111 
because it delegated judicial power to the comwission, whicll 
was not a court. The court deeh.led that the contention was un­
founded bec~m e the orders of the <:owlllissiou were uot tiual or 
binding, but conld lJe enforced only by the courts and were sub­
je<:t to review l>y the cuurts. Judge Jackson said ( pp. 612-
613): 

While the commls ion posses es and exercises certain powers and 
functions reseml.llin;.: tho e confelTed upon and exercised by regular 
courts, it is wanting in several essentl..tl con ·tJtuent' of a court. Its 
action ot· conch .. on upon matters of complaint brought before it for 
Investigation, and wWch the act desi.!,,'nates as the "re,·ommendatlon:· 
"1·eport," .. order," 01· "re<juh·ement" of tbe I.Joard, Is neither final nor 
conclu ·ive; nor is the commis:lon investl>d with any autho1·ity to ·en· 
force itr. deci ·ion or aw!ll'd. \V1t.hout reviewing in detail the p1·ovislons 
of the law we are cle;.~l'ly of the oplu.ion that tile commission is inn!sted 
with only udminl-trative powe1·s of supPI·vil;ion and invest igaUon, wb 1ch 
fall far i:!bo1·t of making tile board a cou1·t o1· its action judicial, in the 
proper ense of the term. The commi-;~ion hPars investigares. aud re· 
portl upon ccmplaint made before it involving altegNl violations of o1· 
omission of duty unde1· t he act; but sub ·equent judicial p1·oceedings are 
contemplated and providffi fot·, as the remedy for the enforcement, 
either by itself or t.ne pa1·ty interested, ot its order or report in all 

casPs where the party complained of or agalnRt whom its decision Is 
t·endered does not yield voluntary obedience thereto. 

Judge Jnckson further said: 
The functions of tbe commiA ion are those or referees or spedal com­

mis,·ioners appointed to make Pl'elimina1·y investig-atinn of and report 
upon rna tters fur subsequent judicial examination :mci dete1·m1 na tlun. 
In resped to inter tate-commerce mattet·s covered by the law. the com­
mls. ion may be ,·pgu1·ded as the gene1·ai 1·eferee of each and eve1·y cir­
cuit court of the United States upon which the jurisdiction Is conf,~?ITt>d 
of enfo1·cing the rights, duties, and obligations reco;,rnized and imposed 
by the act. 

l\lunifestly if the Cul1om Act bad attempted to gjve to the 
orders of the Interstute Commerce Commission tbe biuding force 
which the Hevburn Act gi ,·es them, the court would h11 ve lleld 
that this involved an unconstitutional delegation of judicial 
power. 

Tbe follo'\\>ing quotation is taken from an article by Chnrles 
A. Prouty. formerly a member of the Inter!:'tnte Commerce Com­
mi ion. entitled "Court re,·iew of the orders of the lnterRtate 
Commerce Commission" (18 Yule Law Journal. 2Hi. at p. 30H) : 

Tbe wide dill'erence between the fnnction of the commis ·ton under 
the present act and its func·tions under· the ori_ginal tatute mu t be 
clearly apprehended. Bet01·e I he last amendment It was entirely an 
admlnisti'IJ live or quasi-judicial body. It wus reqult·ed to find certain 
facts and to draw its conclusion f1·om tho e facts. Its facts and con· 
elusions wel'l' by the term~ of the act itself made subject to the ap-. 
proval of the courts. As was said by one circuit court. speaking 
through a judge aftprwards a membe1· of the Snp1·eme Bench. the com· 
mission was In esseriee a rna tl'r In chanl'ery to tho court, and wbile 
the court would give to Its findings and concluslomt the r·espect due 
to those of no expert body, they wer·e still always subject to 1·eview by 
the court itself. The domain of the commission and the domain of the 
court were the same. 

To-day in the fixing of a future rate this is entirely otherwise. The 
comml slon act not m the prel;ent, but in the future. It is not an arm 
of the court, but of tbe legislature. 

In Ptintis v. Atlantic Coast Line (211 U. S .. 210) the Supreme 
Court analyzes the difference between judicial nod legisluti,·e 
power aud clearly indiC<.Ites the test by which they are to be 
distinguished. In th<lt c:~se it appeared that the rnilroad com­
rui ·sion of the State of \'irginia bad prescribed certain railroad 
r;~tes to be charged in the future. The r11ilroads sued in a 
Federal court to set a" ide the order of the cowmis ion. The 
defense of the commi sion was that it had acted as a court, and 
thnt under section 720 of the Ren ed St;Jtntes a Federal court 
has no right to interfere with the uction of a State court. The 
Supreme Court, ho\vm·er. held that the commission in fixing a 
r11te for the future dill not act as a court, but exercised lPgis­
lati>e power. The court, by l\lr. Justice Holmes, s:.tid, pages 22" 
and 227: 

But we think it equally plaJ:n that the proceed.Jn~s drawn in question 
bt>re are leltisiHtive in theit· Dttture. a.nd none the ll' s so tllat they have 
taken place with n body which at another moment. or In its principal 
or dominant aspect, is a court such as is mPant by 7:!0. A judicial 
inquiry investi~ates, declarP8, anu enforct' liablliti{'S a they stand on 
presl'nt or past facts and unc!Pr' laws supposed already to exist. l' at 
is its purpost> ant.! entl . Leldslatiun. on t .Je othl'r hantl, looks to ti.Je 
future and cnnngl's existln.:! conditions by making a new rule to be ap· 
pllt>a therPafter to all or some pa1·t of tho e ubject to its powe1·. Tbe 
establishment of a rate ls the makinl!: of a rule for t he future, and 
thl'rPfore is an act le).{!slative, not judicial. in kind, as Pems to be fully 
rt>co~nized by the upr1•me court of appeals (Commonwealth v. Atlantic 
Coast Line R.v. Co .. 106 Va .. 61, 6-J 1. and espt'cially by its learned 
pr~:>sidPDt in his polntc•d rPOJill'kS [n WinchestPr anti Strasi.Jurgo H. rt. 
l'o. nnd others v. Common\ valtb (106 Vn .. 264, !!81). See, furtbet·, 
Inter. tate Commerc·e l'oruwission v. l'incinnat i. New 01'1Pans · Texas 
Pacific Ry. Co. (Jfi7 U. .• 479. 499. 500, 505); San Uiego La.nd & 
Town Co. v. Ja ·ppr ( 189 U. S .. 4:m. 4+01. 

l'roceedin~ IP~islative in natu1·e are not proct'edings In a court 
withi.n the mPanlng of RPvist>d Statutes. se:>ction 7:!0, no mutte-r wi.Jat 
may be tbe J.{Pneral or dominant character of the botly in which they 
muy take placl' 1 SouthPrn Hy. to. v. Ur·l'ensooro Ice & Coal Co., 1~4 
Ft-c.l. Ht>p., 8:!, H4. affirmed sub. nom.; McXt>ill v. Sout!lP I'n Hy. l'o .. 202 
U. S., 543.) That QUl'::.:tion tiPpi:mds not upon t he character of the l>od.v, 
but upon the cba racte:>r of the pt'Oceedlngs. (Ex parte Vir•Yinla, 1110 
U. S., ;~:)9, iW-8.1 Tht'y art> nut a suit in wblcb u \Vl'lt of eiTOl' would 
lie under Re1·isl'd Statuti"' , St>ct ion 70!1. and act of February 1 , 1 75. 
1 Chap. f:O. 18 ~tnt.. :n8.) p:lee Uvshur County v. Rica . 135 U. ~ •• 
467; WnJiace- v. Adams. 204 U. 8., 415, 4:!3. J The decision upon them 
cun not tw rl'S jutlicatu whPn a suit is brou~ht. I ..:'ee lte~an v. 
Farmers Loan & Trust Co .. 154 U. S .• 36:!.1 And It doPs not mattPr 
wl1at lnquiril'S mar ha,·e bPcn matle as a prPiimlnary to t. .e le~lative 
act. Must le;.:islatlon Is prPCt'dld by t>c:>arin_gs and investl!mtions. But 
the efi'Pct of till' inquiry and of the de.cisiun upon It is tletPrmlned by 
the nature of tile act to which the inquh·y and tleci ion lead up. A. 
jud~e sit tin~ wil h a jury Is not competent to dPcide 1 ·sues of fact : but 
mnttPI'S of fact that are mPI'Ply prt'mist'S to a t•ule of law he may decide. 
liP may find out for himself, in w ba t:PvPr way ·c~m bP t. whet lter a 
supposed statutt.- ever I'PUlly was pu ed. In P1ckerin~ t'. BarkiPy 
(..:'tyle 1321 m<'rchants were bsl;ed by the court to tate t heil· unller­
staotling 11s no aid to the dPcislon of a dt>mUI'rer. Tlte nnture of t he 
tlnal act determlnPs the nature of the pt'Pvious inquh·y. As the jud;.,:e 
Is bound to d<•clare the luw he must know or dis('OVPl' the facts t nt 
establlsh the law. So wlwn tlw final act is lt'dsl:ltive the deciston 
wbieb Induces it can not be judicial in the practlcn I cnsP, alt11ou;.:h 
the questions considered mi_ght bt> the arne tl at would al'ise In t ho 
trinl of a case. If n Statc> constitution. . hould pro,·idP for a hearing 
bPfon• any htw Hhould bl' passPcl. and s hou ld dE>clnre that it should bl' a 
jmlicial proceeding in I'Pm ao•l the det'lsion binding- upr)n all the wol'ltl, 
It is hn1·dly to be suppoS{'d that the simple d vice coultl mnl•e thr con· 
stltutionalitv of the law t·es judicnta. lf it subSE>QU<'ntly should be 
dmwn in question before a com·t of the Unitetl StatPs. And ull that 
we have said would be equall1 true 1! an appeal bad been taken to 
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the SupremtJ Court of Apperus and It bad confirmed .the rate. Its 
action in so doing would not have been judicial, although the QUestions 
debated by it migbt have b('('n the same that might come before it as a 
court. and would bave bePn discu.ssE'd and passed upon by it in tbe 
same way th::tt It would deal with them if they arose afterwards in a 
case properly o called. 

In Baer Bros. v. Denver & Rio Grande Railroad (233 U. S., 
47D) the comt, by Mr. Jpstice Lamar, said, at page 486: 

But awarrting reparation for tbf. p!lst and fixing rates for the future 
inYolve the determinRtion of matters e!'sentially different. • • • 
One is made by t hP commission in its qua!'i judicial capacity to measure 
past injuries sustained by a private s hipper, tile other in its Quasi 
legislative capacity to prevent future injury to the public. 

It is to be remembered that the orders of the commission 
awarding reparation are not binding and final. 

It is argued that the power of the Federal trade commission 
to issue final orders mny be sustained upon the authority of 
cases which ha\e decided that Congre:o;s may delegate to an 
ndmini!'itrati\e official power to determine some fa~t or state 
of things upon \Yhich the enforcement of its enactment depends. 
Thus, under the Chine ·e-exclu ion act it was held that the im­
migraUon officials had power to decide finally the fact that a 
per on seeking admission was not a citizen of the United States. 
(UnHed Stutes v. Ju Toy, l!JS U. S., 253.) Where. however, the 
question of alienage or citizenship is dependent upon a matter 
of law and not a determination purely of fact, the matter will 
be reviewed by the courts. So in Gonzales v. Williams (192 
U. S., 1), the court o•erruled the determination of the immi­
gration officials and decided that a nath·e of Porto Rico, who 
was an inhnbitant of that island at the time of its cession to 
the United States, upon her arrival at a port in this country 
was entitled not to be treated as an nlien immigrant within 
the meaning of th<.' act of Congress of 18!J1. · 

It would seeiL clear that the determination of the question 
whether a method of competition is unfair is not a determina­
tion purely of fact. but necessarily invol•es the determinati011 
of a question of luw. The Federal trade commission will, it is 
true, ha\e to pass upon many complicated issues of fact, but the 
ultimate question for decision will be whethe1· the facts found 
constitute a violation of the law against unfair competition. 
In deciding that ultimate question the commission will exercise 
power of a judicial nature. Its action will not be analogous to 
the act of an executive officer in determining the fact that a 
person is not a citizen of the United States (U. S. v. Ju Toy, 
supra), or that tea which is sought to be imported does not 
measure up to the standard prescribed by Congress. (Butt­
field v. Stranahan, 102 U. S., 470.) It will be analogous. as 
previously shown, to the action of the Interstute Commerce 
Commission under the Cullom Act in determining whether an 
existing rate is unreasonable and in some respects to the actiou 
of the Commi sioner· of Patents in awarding priority of inven­
tion to an applicant and adjudging him to be entitled to a 
patent. In Butterworth v. Hoe (112 U. S., 50) the Supreme 
Court held that the Commissioner of Patents acts in a quasi 
judicial capacity, and therefore his decision is not reviewable 
by hi superjor executiYe officer, ·the Secretary of the Interior, 
but only by a court. The court, by Mr. Justice Matthews, said, 
at page 59: 

The investigation of every claim presented involves the adjudication 
of disputed questions of f'act, upon scientilic or legal prineiples, and is 

· thc1·efore e:sseotially judicial Ln its character and requires the intelli­
gent judgment of a trained body of skilled officials expert in the vati­
ous branches of science and art, learnt>d in the history of invention, 
and proceeding by fixed rules to systematic conclusions. 

United States v. Duell (172 U. S., 576) is a decision to the 
same effect. 

Mr. Speaker, I simply want to say in conclusion that the con­
ferees from both purties in this House and from both parties in 
the Senate approached this great subject of the creation of a 
Federal trade commission realizin;; that it was a subject frnugbt 
with momentous consequence to the business and the people of 
tile country. They approached it in a spirit of broad-minded­
ness, in a spirit of complete absence of partisanship, with a 
firm de term inn tion to place upon the statute book as beneficent 
a piece of legislntion as they could, to deal with the preservation 
of those competitive conditions of industry and business in this 
country which we all recognize us essential to our well-being. 
The conferees belie'e they have produced such a piece of legis­
lation, aud they submit this bill to you with the confident hope 
that it will be promptly adopted. At the time the original bill 
passed the House I made this statement: 

If this commission shall be created, the clear vision, ripe experi.ence, 
and abiding patriotism of the President can be depended upon to select 
for Its membet·ship men of the character and capacity to make it in 
its field a.s great a success as the Interstate Commerce Commission. 

With a commission of big and broad-minded men, firm for the 
enforcement of tile law and wise in their judgment of business, 

the way will be cleared for healtby competition in this country 
for a long time to come. [Applause.] 

Mr. RAYBUIL..~. I yield such time to the gentleman from 
Minnesota [Mr. STEVENS] as he may desire. [.Applause.] 

Mr. STEVENS of Minnesota. I should like 10 minutes. 
The SPEAKER. The gentleman from Minnesota is recog­

nized' for 10 minutes. 
Mr. STEVENS of Minnesota. Mr. Speaker, I am -very glad to 

join in this conference report, because I believe it is an act of 
beneficent legislation which will be the commencement of Yery 
great benefits to the commerce and to the people of this country. 
As the gentleman from llaryL'lnd [Mr. CoVINGTON] has so well 
stated. the members of the Committee on Interstate Commerce 
and the members of the conference committee of both bod.ies 
and of all parties have approached this subject from a non­
parti an standpoint and rune sought only to produce a mea ure 
which shall be of real service to the country. But I will beg 
the indulgence of the House for a few moments in analyzing it 
from a different standpoint than that of the gentleman from 
Maryland. Briefly, before that, I wish to refer to a partisan 
feature of this bill, and I do it for the benefit of those on the 
Republican side of the House. 

As the Members of the House know, some of us on the Re­
publican side-and I rather think, from the record of this Con­
gress, on the Democratic side also-do not altogether fall down 
and worship party platforms. For my part, I have been very 
glad to assist some of our Democratic brothers in violating. or 
at least in not enforcing, some planks of their platform. For 
the welfare of the country, I think it is a patriotic thing to do. 
But at this time I wish to call the attention of the Members on 
this side of the House to the Republican platform on this sub­
ject, and then to this legislation, which exactly complies with 
the declaration of the platform, because much of the criticism 
of this rueasure ha.s come from Republicans. 

The Republican platform of the last Chicago convention con­
tains a plank which reads as follows-and I will read it ex­
actly us it is, in toto : 

FEDE1!A.L TRADE COllliiSSIO~. 

In the enforcement and administration of Fedet-al laws governlng in­
terstate commerce and enterprisPs impre sed with a public use engaged 
~~~~~ri_!_here is much that may be committed t? a Federal trade com· 

Exactly the title of this measure-
thus placing in the hand.s of an administrative board many of tbe func­
tions now necessarily exercised by the courts. This will promote 
promptness in the administration of the laws and avoid delays and 
technicalities incident to cow·t procedure. 

That was the declaration of the bst Republican national 
platform. 

This measure conforms exactly with that declaration of the 
platform, so that Republicans, at least, can well afford to favor­
ably consider it. It is in terms, in scope, and in sub tance 
exactly what the· Republican national platform called for and 
ad•ocated, and those Republicans who care to oppose this bill 
should do so with a full knowledge of the pledge of their party 
platform. There is nothing new as to any party violating 
pledges or platforms. So I do not criticize any 1\Iembers on 
this side who believe such to be their duty. But I do wish to 
emphasize that the basis for tl.lis legislation is good Republican 
doctrine which we pledged to the people, and that in the 
formulation and support of it we are only keeping the faith of 
our party. I do not think it matters if it be also advocated by 
a Democratic President and passed by u Democratic Congress. 
Indeed, .it is so much the better, because it is in this way an 
indorsement of the wisdom, statesmanship, and patriotism of 
Republicnn leadership, and that we have confidence in the 
good judgment of the people to discern who does the proper and 
patriotic things for the general benefit of the country.- The 
President, his administration, and the Democratic House and 
Senate will receh·e and deserve commendation for this legisla­
tion, but in the main it will be because they bad the good sense 
to adopt our policies und declarations. I call attention to this 
partisan view, not because it affects the merits of the measure 
or dictated tl.le action of tile Republican representatives on the 
committee, but because tl.le main criticism has come from Re­
publican sources. 

SUBSTANCE OF BILL. 

Now, I will outline briefly what we have done: In the first 
place, it is implied in and tl.lrough this measure and as u basis 
for it that whatever business in this country holds itself out to 
the public as doing business for or with the public, furnishing 
f}tcilities to or for the public or essentially affecting the public 
interest or welfare, is impressed with the public use, and for 
thnt reason is included within its scope and is ~:abject to vnblic 
regulation. Tbat is the necessary implication in and basis of 
a meusure of this klnd. Then in the enforcement of the law this 
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commi~sion does perform some functions ·which are now per­
formed by the courts. I will state in another way what the 
gentleman from Maryland [Mr. CovrNGTo~] has so well and 
accurately statetl. In this measure there is not one single func­
tion of putlic importance which is not now performed by some. 
public authority, either by the executive or the legislati'\"e or 
by the juwcial branches of our Go'\"ernment-not one single new 
subject in it. 

The only thing this bill does or attempts is to correlate the 
different functions now performed by the different public 
authorities into one organization and make it a practical, 
efficient, harmonious organizatiop of oul" Federal Go'\"ernment 
to worl.: out a concededly beneficial pur[Xlse. A commis!:lion 
of this broad scope must necessarily embrace within itself 
functions or powers belonging to the three different depart­
ment of our Government-the executiYe, the legislative, and 
the judicial. That is the very purpose of its existence, else 
the work could be done, as now. by the separat~ bureaus or 
courts or committees having public powers. It i bet.-au e they 
have not succceued that this combination of functions is made. 

BILL AXALYZED. 

If the committee will bear with me, I will analyze briefly the 
differ·ent fuqctions of this organization as to the different gov­
ernmental branches. First, the executh-e. The commission will 
hn>e the power, as provided now in the Bureau of Corporations, 
of ga therinO' and compiling information and furnishiug it to the 
husiue s interests of the country. That is a very valunble func­
tiou, nud if well done and appreciated can be made very helpful, 
especially if performed by a commission of ability, power, and 
dignity, and if the proper machinery be afforded for the work. 
It can cooperate with the National Chamber of Commerce, which 
would seem to haYe a great opportunity and. we hope, a great 
future, and together they can be extremely beneficial to the 
business of the country. 

1\Ir. OOVINGTON. Will the gentleman permit an interrup­
tion? 

Mr. STEVE:NS of Minnesota. Certainly. 
1\fr. COVINGTON. Is it not a fact that that \"ery power was 

suggested in yarious forms to members of the committee of 
the House. to members of the committee of the Senate, and to 
the conferees as one that ought to be exercised in the broadest 
way in the interest of the busines men themselve~?. Is not 
that one of the things which they expre sly de ·ired should be 
conferred on the commis ion? 

Mr. STEVENS of Minnesota. Yes; and I am glad to haye 
the gentleman state so clenrly what was desired. Then there 
is the power to com,pel reports and gi'\"e general public informa­
tion, muybe of much value to the country. Another functiOn 
which is given to the commission, which the business interests of 
this country desired, Is that an opportunity is afforded to honest 
business interests desiring to come within the law and to 
obey the law in the conduct of their affairs to find out what 
ought to be done and how business should be legally and prop­
erly carried on. Some of the gentlemeu who appeared before 
the Committees on Interstate Commerce. both of the House 
and the Senate-and, I presume, before the Judiciary Commit­
tee~ both of the Hou. e and . the Senate-asked tllat power be 
ghen to the commission to gi\·e them practically an immunity 
tn advnnce for business practices approved by the commission. 

Mr. MADDEX Will the gentleman yield? 
Mr. STEVE:XS of Minnesota. If the gentleman will wait 

until I lun·e finished this statement. Your committee believed 
that thnt hould not be done, but tllat the business organizations 
of this country shonlcl h:n·e e>ery facility to be furnished with 
the information. to be brought into proper contact with the pub­
lic officials, that o]lportnni~y should te afforded them to have 
consultation in a proper way, in a legal way, so that their bu i­
ne s might be condueted in accordance with the law. When 
that is done in good faitb, we haye no doubt that it will practi­
cally otlerate as nn immunity. Public officials nre not faithless 
a ud ha rc no <le:-:i re to lw ra ss llonest me·n or business and inj nre 
or destroy honest industries. The contrary is the case, and I 
strongly IJelie,·e this method of legnl consultation and advice is 
all the immunity lH'c<l<>d for honest business concerllS. Experi­
ence may show that more may be required. But it is a good 
p1an not to ~o too far or fal"t in such au importnnt matter. We 
llaYe pro,·itletl for thnt .mportnut power in two (iifferent pnrticn­
lar.-tirst, in ~<'clinn G (e), gmnting to tile Attorney Ge.neral the 
autllority to IJ!"e t IJe COIIIIIJi!->sion to 11 rmuge for readjustments of 
business con<'cl'll . :liHl. !-'C'<'Olltlly. :1s to forei~n tmdc in . ection 
6 (n), where tlw. :1111e fiO\YN' is gh·eu witll recommendations for 
legi lativc or exceuth·e nction. We thlnl.: these powers are 
broad nud cnn be ,·ery ~elpful to our country's interests in the 
extension of our foreign commerce. 1Ve trust they will be exer-

cised at once, and if experience shows that there should be n 
change or enlargement of powers as to this >ery important sub­
ject, Congre8s can then ha >e the proper ba i for its action. 

Mr. MADDEN. I wanted to ask the gentleman whether the 
bill gh'es the commission the po\ver to define the limits within 
which business can be conducted? 

Mr. STEVENS of l\lir:nesota. No; and yet, in a certain way, 
business may be within such an indefin<..ble scope thnt that could 
not be done, or in consultation with the Department of Justice 
lines may be defined. It could be the arne as to foreign com­
merce. If cooperation be necessary, the department here has 
authority to use the commission to lay down the lines for such 
wherever it should be necessary and not illegal. 

l\lr. MADDEN. I am speaking of a particular business. 
l\fr. STEVENS of Minnesota. Well, bu ine "' changes as time 

changes; but a general method of advice, information, and 
assistance is provided which should be helpful. And when the 
commission and the Attorney General agreed upon a certain line 
of conduct, the concern which falls within it is in no great 
danger of prosecution. 

l\lr. MADDEN. Suppose the gentleman him elf is doing a 
particular busines and has some doubt as to the legality of th 
methods employed. Is it within the power of this commission 
to say wllat a legal method would be? 

1\Ir. STEVENS of l\Iinue ·ota. Yes; a business concern can 
do this: Its manager can go to the Attorney General and state: 
" We are doing this kind of a business; we are anxious to ob­
sen-e the law. and if we are doing anything wrong \ve want to 
be notified." The Attorney General can notify the commiss~on, 
and tile commission could take the matter up with the man­
ager, ascertain condition., necessities, and 11ractices, and then 
can indicate how the bu ·tnes should .be readjusted-! think 
that is the language of the bill-to conform to the law. '.fhe 
Attorney General could follow such advice ns he pleased, and 
he probably would, if the commission shall be of high ability, 
character, and --experience. So that practically the busit1ess 
world- will be advised as to how it should conduct its business 
in a proper way. The same thing can be done in reference to 
foreign business, only to a larger degree as special provision 
was made as to that subject. We did not desire to grant spe­
cific immunity in advance; but as to all else this bill does pro­
vide exactly as was desired by the bu ·ine s men who appeared. 
So the relief they desired is here provided--

Mr. TALCO'l"l' of New York. \Vill the gentleman yield? 
1\Ir. STEVE~S of Miune. ota. Certainly. 
Mr. TALCOTT of New York. I want to suggest that that is 

necE>..ssary because of the changing conditions under which 
business is now conducted, pnrticularly the increased volume. 

1\Ir. STEVENS of Minne ota. Yes. The gentleman is right. 
We must not lay down too rigid rules at the outset, or the 
commi::.sion might be swamped with troubles and the busiue s 
world would uffer from too much and riO'id regulation. 

Mr. MADDEN. Will the gentleman yield again? 
Mr. STEVEXS of l\Iinnesota. Certainly. 
Mr. MADDEN. Do the conferees understand, ·and wish to 

have the House understand, that this does a way with the Sher­
man law? 

Mr. STEVENS of Minne ota. Not at all; it expre ·sly does 
not. It is a method of enforcing it and making it more effectiye· 
and prevent its misuse. We do not change any proYision or 
substance of the Sherman law. That should be clearly under­
stood. 

l\lr. TALCOTT of New York. It takes care of the tendencies 
toward violation of the Sherman law-acts which the Sherman 
law can not treat of. 

Mr. STEVENS of l\Iiunesota. The gentleman is accurate, as 
he always is, and states exactly the purpose of this bill; and I 
will come to thut when I reach section 5-the judicial part of 
this bill. 

The SPEAKER pro tempore. The gentleman has occupied 
10 minutes. 

l\Ir. RAYBURN. I will yield the gentleman five minutes 
more. 

l\Ir. STE'VENS of l\Iinne ota. The same condition will exiHt 
in the treatment of foreign trade. It is realized thnt the con­
ditions as to competition, transportation, credit . and financ­
ing foreign trade ure quite different thnn for dome ·tic tracle, 
and our i\ation in com11eting with other nations in the Orient 
and at South America will be ouligetl to conform to existing 
conditions there nud to competition there. 1\ow, this uill 
proYide5 that tllis commission sllall examine that situation, 
shall communicate with Congress and \Yith t11e PrPsill(•nt, all(\ 
slmll huYe power to allow the snme metllod of reatljustment a • 
in domestic business, not changing any law or Pl'ovision of 
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substantive law, but to indicate by information and assistance 
and . advice how business can be carried on within the existing 
law. Where the high officials of the Government know the 
methods and necessities of business and can easily ascertain 
them. and conversely the managers have a proper method 
of seeking information so that they can adjust themselves to 
the requirements, they did not believe that many occasions 
would m:ise where it would be necessary to have a hard and 
fast order for immunity to inspire confidence in both officials 
and business managers. It is well to try this plan first to see 
if it be successful. 

1\ir. WILLIS. l\Ir. Speaker, will the gentleman yield? 
·. STEV~S of Minnesota. Yes. 

Ur. WILLIS. While I appro\e in general of the conference 
agreement and shall vote for the bill on its final passage I 
wish to ask the gentleman a question about the definition of 
commerce. The gentleman will recall in the bill as passed by 

Q\-e, the House that commerce was defined as all " such commerc.} 
qo · as Congress bas power to regulate under the Constitution." 

The Senate bill has the same definition; but the conference 
report has the following provision: 

" Commerce " means commerce among· the several States or with 
foreign nations, or in any Territory of the United States or in the 
District of Columbia, or between an.v such Ten·itory and another, or 
between any such Territory and any State or foreign nation, or be­
twee-n the District of Columbia and any State or Territory or foreign 
nation. 

I am wondering what the reason wa.s that led the conferees 
to provide in the conference agreement that the word "com­
merce'' should be so defined as to exclude from the operations 
of the act commerce with the Canal Zone, Porto Rico, Guam, 
and the Philippines, yet at the same time including commerce 
with Alaska and Hawaii. No reason has been given by anyone 
ior this distinction. 

Mr. STEVENS of Minnesota. The gentleman from Kentucky 
[Mr. SHERLEY] propounded that question, and the gentleman 
from Maryland [l\Ir. CoviNGTON] answered it. The reason 
was that we did not think that the scope of the commission 
should be extended that far, to embrace our foreign possessions. 
That conditions there are so different than here that they could 
be handled by local authorities better than by a commission 
7,000 miles away in the city of Washington. If the scope of 
the commission needs to be extended hereafter to any of 
them, it can be done, but at present we thought it would hamper 
rather than to help business there and here. The commission 

~hould have enough to do here in the United States. 
LEGISLATIVE FUNCTION. 

The legislative function of this commission is -very evide.Jlt. 
First. It bas the power to investigate for the benefit of Con­

gress.- It really performs the functions of a committee of Con­
gress in the line of investigation and compilation and recommen­
dation: It can ascertain all of the facts, as we constitutionally 
have the power to do, or we can commit that power to a com­
mission or to a committee to do that. That is what we do in 
this case. It is an especially valuable function, and its bene­
ficial work will be along the line of recommendation to Congress 
and the President. There are three lines of recommendation 
and study that undoubtedly will be pursued. First, in the 
modification of existing laws, or the laws which may exist 
hereafter. The gentleman 1efer1'ed to the Sherman antitrust 
law. That is a Federal statute · defining practically what can 
and can not be done in the business world as to combinations and 
contracts and agreements and monopolies in commerce. That 
that law and its operation and enforcement have not workell sat­
isfactorily in this country seems to be assumed. The nntltrust 
bill does attempt to modify this statute '\Vith respect to labor 
unions and farmers' organizations, and there have been strong 
representations made to the Judiciary Committee in the House, 
to the Interstate Commerce Committee in the Senate, and to 
our committee, after a fashion, to have further modifications 
of that statute. · 

My own judgment is that the law must be modified hereafter 
as the commission shall carefully study the subject. Congress 
has decided that it should be properly modified in the manner 
indicated as to labor unions and farmers' associations. It is 
also ,·ery strongly .urged that it ruust be modified also as to 
foreign trade in some way in the future. Various important 
business interests in the country, such as the retail grocers and 
retail druggists and producers of coal and lumber, urge some 
modifications in the public interest. These modifications, how­
e\er, ought only to be made after the most careful examination 
by a body especially equipped, having the confidence of the coun­
try, after great study and after prescribing the right kind of 
Jin1itations. That is one thing that this commission probably­
must ·consider. It ~s the only public- body which would have the 

power and facilities to perform t1tis very important task, whicli 
may be at the foundation of our material prosperity and ad• 
vancement. This question will be presented at once. What is 
the best method from the public standpoint, from the public in..: 
t~r~s~, to control !arge business concerns, by rigid legal pro­
hlbltion and penalties or by regulatory processes by a high-grade 
commission, equipped with proper authority and machinery, 
and with confidence and ability to regulate for the public in­
terest? One can not decide in advance what decision shall be 
reached. It must be for this commission to lead in the discus­
sion and proper consideration of it. 

Second. It is possible that. as the commission advances its 
work and pursues its studies it may find it necessary to ask 
for a sort of immunity to business concerns in its advice to cor­
porations desiring to do a legitimate and legal business. That 
has been. thoroughly discussed already, but it is one of the sub­
jects which must be considered. It is always easy for business 
men to ask for public authority for their protection or ad­
vancement, but it is not always easy to appreciate the proper 
checks and limitations which for the public interest must sm·­
round such authority. This will be a proper work for a high-

. grade commission. 
Third. The1·e must be considered a method of national incor­

poration. There have been many suggestions in the past made 
to Congress by different Presidents and by public organiza tions 
that one of the best ways of controlling interstate commerce 
will be by national incorporation of concerns doing business 
within our authority. We all realize the defects of present con­
ditions and know rtlat remedies should be provided. Tliis is 
on~ ~hich ~ust be considered .. The business of this country is 
pnnc1pally mterstate and foreign. Many of the existing evils 
could be cured if Congress should prescribe the corporate powers 
and limitations and conditions of the concerns allowed to 
transact this business. It is the logical and natural '\'";ay to cure 
many of them by an administrative commission like this, and 
I am confident that this idea will grow steadily with the work 
of the commission in the eradication of corporate evils. 

These are three classes of subjects which will be discussed and. 
considered in all probability, and of course there are others 
which will arise from time to time and require the expert aid 
and recommendations· of this commission. 

.TCDICIAL FUNCTION. 

·one of the most important and interesting phases of this 
work will be the judicial work of the commission. The gentle­
man from .Maryland [l\lr. CoVINGTON] discussed this 'ery clearly 
and fully, so nothing more need be said on that position· but I 
wish to add a thought from another standpoint. This c~mmis­
sion in having power to enforce the law against unfair methods 
of competition approaches no new subject. It is one which has 
long engaged the courts, and its rules and limits seem well de­
fined. Other nations and States have legislated with success 
on this subject, so that we are only following well-trodden paths. 
As I called to the attention of the gentlellliln from Maryland 
and the committee, the textbooks on unfair competition contain, 
I . think. more than fifteen hundred cases defining and elaborat­
ing and explaining that subject. The courts are also piling 
them upon us in quantities every year. Those cases can be 
r<rughly divided into two great classes, one, the English cases, 
and, I think, many of the States consider the subject primarily 
frqm the view that it is the duty of the courts to so expound 
and apply the law as to encourage honest trading and dealing, 
and that whoever violates that general rule of honest and fair 
dealing can be reached in the courts, and whoever sufrers from 
such ill-doing can have remedy in the courts. 

That is the doctrine of a large number and class of cases. 
Another class of cases does not consider the public welfare as 
a primary object. It considers only the priYate right, where 
one person interferes with or injures another as to his person 
or property. In such case the injured person can have re­
dress and in such case the public interest is secondary. That 
is apparently the doch·ine in many of our Sta tes and in the 
Federal courts, as I have read the cases. 

It should be borne in mind that this doch·ine of unfa ir compe­
tition is only a branch of the general law of fraud. There is 
nothing novel about its· ruling or principles. Nims, on unfair 
business .competition, section 16, states : 

GROUXDS OF TilE ACTIOS FOR UXF AIR CO.lfPETITION. 

Fraud is a busis of actions for unfair competition. That bas been 
demonst rated beyond a doubt by many cases. It is not so clear, how­
ever, just who it is t he court aims to protect from fraud. An attempt 
to pass off goods fraudulently is discovered to the court. Is it set tn 
motion by its abhorence of dishonesty and double dealing or does it 
fet>l called upon to protect the interests-his groperty--of the com~ 

~~~~~t p~~li~0f1~o~ l~pfi~;~ ~~ J~e!tft ~~gn t~u~~'S! gts~s~:C;u~~e oF~i 
these reasons? The following are the principal groun(ls usually given: 

I" 
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First, that tbe court acts . to promote honest. ::md .fair dealing; second, 
that the aim of the court is to protect t he purchasing public; tbiril, 
tbat t he court aimlil to protect not public dgbts but the rights of 
i~dividuals. · 
· · Thls bill only uses' the same old doctrine that has been used 
for hundreds of years in the general law of ,fraud, and applies 
it under this definition to a clasG of practices or acts or con~ 
duct in co·mmercfal transactions in interstate or foreign com­
merce. The remedies for the violation are "those daily used in 
the courts of equity. So that there is nothing new or startling 
when we realize that. The law of fraud bas been worked out 
on both the law side and on the equity side of our courts, but 
necessarily tn .the decisions in equity have thos_e _two classes ?f 
cases been elaborated and defined, one consldermg the public 
standpoint as primary and the private rights as secondary and 
the other considering ~r~onal anr1 individual rights as primary 
and the public rights as merely incidental. All that this bill 
does is to take that great mass of jurisprudence, with its defi­
nitions and limitations and rules and principles, and make it 
applicable by statute to the law of fraud affecting interstate 
commerce, with this jurisdictional qualification carefully stated 
tn the ·bm, that the commission has no authority to act unless 
the methods of unfair competition shall injuriously affect the 
!mbllc interest. That must be the basis of its action and juris­
fiiction. In that way the commission will be freed from private 
quarrels and controversies. The gentleman from Maryland, 
Judge CoviNGTON, kindly furnished me with authorities ~n this 
'point, which I here insert: · 
- In discussing the growth of the law of " unfair competition" the 
Encyclopedia of Law, volume 28, page 328, says: 
. "The law of unfair competition, including trade-marks and trade 
names Is of comparatively recent origin. The early cases fully recog­
nized this doctrine, but as unfa.ir ·compet!tlon by means of the imitation 
or infringement of trade-marks covered by far the most numerous class 
of cases pre ·en ted, the courts fell into the pt·actlce of deciding all cases 
upon the doctrines of trade -mark law, and to a greater Ol' less extent 
lost s ight of tile bt·oader principles of unfair competition. * * • ' 
This law of trade-marks became specialized, and the law of unfair com­
petHion remained in abeyance, or, If recognized at all, was no.t recog­
nized to its full extent or under that name, relief when afforded being 
" upon pt·inciples analogous to trade-marks." • • • The law of 
trade-marks, however, bas bePn too thoroughly specialized a_nd crystal­
lized by statutes and decisions to become wholly merged m the law 
of unfair competition." 
. Nims on Unfah· Buslnes~ Competition, page 1, is as follows : 

" In the digests one usually finds unfair-competition cases under the 
general bead of trade-marks. This is misleading, for the law of trade­
marks does not include unfalt· competition, but, rather, the law tbll.t 
govem~ trade-marks and infringements of them is bn t a part of the law 
regulating unfah· and dishonest competition and trade. 

" This misconception of the true meaning and scope of the doctrine of 
unfa iL· competition may cause some to take issue with the writer on the 
cotTPctn<'ss of In cluding in a book bearing the title of Unfair Compe­
tition some of the classes. of caselJ bere included. It is believed, bow­
evet· that the bar wlll be called upon more and more frequently to pt·o­
tect' traders whose business is_ threatened with injur_y or destruction 
ft·om ronny sorts of dis honest or unfair competition bes1des those arising 
out of trade-mat·ks and tmde names. Referring to the devt'lopmrnt of 
unfair-competition Law, W. K. Townsend says: 'Not yet fully ad.opted 
by all the courts, still to be developed Ln it s application to parucu!ar 
circumstances and conditions. this broad principle of business integl'lty 
and common justice is the product and the triumph of the development 
of the law of trade-muks in tbe last half century and the .bulwark 
which makes possible and p1·otects the world-wide business reputations 
common and growin"' more common In this new country.' 

" Unfair competitfon is not confined to acts directed against the own­
ers of tt·ade-mat"ks or trade names, but exists wherever unfair means are 
used in trade l"ivalry. Equity looks not at what business the pat·ties 
before the court are engaged in, but at the honesty Ol' dishonesty of 
their acts. It is unfair to pass off ,one's goods as those of another per­
son .; It Is unfair to imitate a r·ival s trade name or label ; but be who 
seeks to win trade by fair means or foul Ls not limited to these methods. 
He may copy and imitate the actual goods made or sold by a competitor; 
he may libel or slander these goods, make fr·audulent use of a famlly 
name of trade sect·ets, or cot·porate names, of signs, of threats of ac·· 
tlon · 'he may constt·uct buildings which are rept·oductions of peculiar 
buildings of a l'lval, thus pi'Oducing confusion in the minds of pur­
chasers which enables him to purloin hls rlvars trade, and in a hundred 
othet· unfair ways secure another' s tmde. All acts done in business 
competition are either fair or fraudulent, equitable or inequitable, 
whether thPy r·elate to marks or· not ; and It is believed that the ques­
tion of tt·ade-mat'l<$ will soon be lost sight of in discussing unfair com­
petition in the problem of securing, through the principles of equity, 
full protection to evet·y merchant against unfair busmess methods." 

And farther on In his work the same author (Nims on Unfair Busi-
ness CompPtitton, p. 3~5) says : . 

"Thet·e m·e many ways otbet· than by interference with contract, of 
harassing, Interfering with, and obstructing a competitor in such a 
mannet• as to amount to unfair competition in the broadest sense ot 
the term." · · · 
· In support of that proposition cases are cited as follows: 

In SperTy & llutcblnson Co. v. ·Louis Weber Co. (161 Fed. Rep .. 219) 
the complainant was held entitlt!d to an Injunction to prevent defend­
ant ft·om intet·fcring with its business of issuing trading stamps by 
inducing the ·violatlon of conb·acts with Jt. · 

In Evenson v. Spaulding (luO Fed. Rep., 51·7) Spaulding manufactured 
buggies and wagons In Iown and sold them, through itinerant salesmen, 
to farmet·s and others In the State of Washington. An association of 
hardwat-e dearet·s in tile State of Washington employed agents to follow 
Spaulding·s salesmen, to inten·upt tbelr conversations wltb farmet·s and 
ilissuade the lattet· by taL'>e statements and otherwise from buying 
Spaulding's goods, and in vat·ious ways to intimidate and lnter·fere with 
the salesmen: This wa.s held an unwarranted attempt to destroy com­
plainant's business and an injunction was granted. 

, In Standal'd Oil.Co. v. Doyle (118 Ky., 662) an Injunction was issued 
again~t the St~ndard 01~ Co. ~nder tl;lese circum tnnces. Its agents at­
tempted to ruin th~ busmess of Do)le by making false representations 
to ·his customers and by threats and Intimidations.. It .also harassed 
his employees by . fo.llowlng and Interfering with them and offering his 
customet·s oil a• a lower rate o. for nothing. 

· In Commercial Acetylene Co. v. Avery ·Portable Lighting Co. (152 
Fed: Rep., 642) the bringing of a multiplicity of suits, started not In 
good fa.ith, but for the purpose ol deterring the public from purchasing 
from D rival and of. ruining his trade, was enjoined. 

In the casa of the Standard Oil Co. v. United States (221 U. S.) the 
SuP.reme Court used .:his language : . 

'W~thout attempting to follow the elaborate averments on these sub· 
jects spread over 57 pages of the printed record, it suffices to say that 
such averments may properly be grouped under the following heads: 
• • • unfair practices against competing pipe lines; • • • un­
fair methods' ·of competition, such as local price-cutting at the points 
where nece.ssary to suppress competition." 
r In United States v. Patterson (205 Fed. Rep., 2D2) there was 
an indictment of officers of the National Cash Register Co. for 
violation of the Sherman Antitrust Act. The indictment set 
out 11 methods of unfair competition. The defendants claimed 
that the alleged unlawful acts were committed against in­
fringers of patents owned by the National Cash Register Co., 
and were therefore lawful. The court denied this claim, hold· 
ing that a patentee for the protection of his rights under the 
patent is limited to the pursuit of his legal remedies in the 
Federal courts. The court, Hollister, judge, said, at page 300: 

" The doctrine asserted in this case for the fil'st time, that the rights 
of the patentee are of sucb character that those operating under tbem 
may agree, in order to protect them, to engage in acts of unlawful 
competition such as are cbat·ted in this case, and even to burn their 
competitor's factory or destl'oy the competing- as they believe, in· 
fringing-machines by violence • • • I am unable to agree with 

"Aside from that one instance, however, there has been no evideilce 
tending to show actual violence to a competitor's cash register in the 
possession of one of its customers. Therefore the argument of counsel 
for defendants goes further, with that one exception, than the acts ot 
unfair competition the evidence for the Government tends to prove. 
But the principle fs· the same, whether the acts of unfair competition 
were acts of violence upon competitor's cash registers themselves or 
acts falling short of actual violence." 

In United States 11. American Tobacco Co. (221 U. S., 106), in the 
argument for the United States, the Attorney General [Wickersham) 
and Mr. James C. McReynolds, we find, at page 122 : · 

" Moreover, if Important, tile evidence clPar·Jy establJshes that the 
defendants' actions have been characterized by duress and unfair and 
oppressive methods." 

ln tne same case in the lower court, United States v. American To­
bacco Co. (164 l~'ed. Rep., 702), In opinion of Lacombe, J.: 

"There is an absence of persuasive ev idence tbat by unfair compe­
tition or improper practices independent dealeTs have been dragooned 
into giving up their individual enterprises and selllng out to the prin­
cipal defendant." 

In the very recent ca e of the United States against International 
Harvester Co., In the United States district court for Minnesota, decided 
August 2 last, and to which I have already referred, Judge Walter I. 
Smith said: 

" While the evidence shows some instances of attempted oppression of 
the American trade by the International and the Amer ican companies, 
such cases are sporadic, and in genel'al their treatment of their smaller 
competitors bas been fair and just, and If the Intet·natlonal and Ameri­
can companies were not in themselves unlawful, there is nothing in the 
history of the expanding of tbe lilies of manufacture, so as to make an 
all-the-year-around business, that could be condemned." 

Judge Hook, concurring, said : 
" In the main the busine~s conduct of the company toward its com-

petitor bas been· honorable, clean, an<~ fair." 
Mr. COOPER. Mr. Speaker, wHI the gentleman yield? 
1\Ir. STEVENS of Minnesota . . Yes. · . 
Mr. COOPER. Does the gentleman say that there can be no 

such thing as unfair competition in the absence of fraud? 
Mr. STEVENS of Minnesota. Yes; I thlnk the books lay 

down the doctrine that fraud in some form is the basis and 
essence of unfair competition; and this is only one of the 
branches of the general doctrine of fraud. Of course, the gen­
tleman must understand that this bill makes such apply only. 
to the public interest and not to personal or pri vn te intere::-;ts. 

1\Ir. COOPER. Suppose a corporation worth $100.000,000 
should advertise that it would sell and that it does actu:llly 
sell its product to one consumer in a certain town for 50 cents, 
and should advertise that it would not sell and does refuse 
to sell to any other in ~t town or in that State for less 
than $1? · ,. · 

1\Ir. STEVENS of_ ~Imnesota. ·: ~hat is clearly fraud. 
Mr. COOPER. In what way is it fraudulent? I do not under­

stand there is any fraud abo'ut that. It is the puolic advertise­
ment of a legitimate business which can not be rendered illegiti~ 
mate or fraudulent except by statute. 

Mr. STEVEXS of Miruiesota. I think the gentleman erred 
in this particular. Of course no mnn can have action at law 
on such a subject unless he can show a specific damage calcu­
lable and unless it was founded on some statute. But such an 
act ~ight ha"¥e a result to .grea·tly injure the public by inter· 
fering and destroying competition, which the public needs, and 
that is the purpose of such discrimination. To thnt extent. the 
injury and intent and 'result would be a fraud upon the public, 
now known to the law and under the jurisdiction of tliis bill. . 
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l\fr. COOPER: Precisely. 
Mr. STEVENS of .Minnesota. I presume that is true; and 

tha t will be a sample of a class which will be presented, a~d 
such a state of fn cts must be met by the commiss!on. 

Mr. COVINGTON. If I may be permitted to make a sug­
gestion to the gentleman in reference to a definition of fraud 
used in one of the English cases, I think. There may be a 
fraud on the public that does not contain any elem.ent of th~ law 
of fraud but related merely to controversies between private 
individuals; but in so far as this may con titute an oppression, 
as it were, upon the public ultimately or drive out of business 
tha t individual and one means of competition, it is in effect 
perpetrating a fraud upon the public. 

l\lr. STEVEXS of Minnesota. That was tile thought I was 
pursuing. The foundation of the power of this commission to 
act in this C'l11ss of cases must be an act which must injuriously 
affect the public interests. That is the basis of its jurisdiction. 
Alreadv that bas been the doctrine in a la rge number of cases, 
and thn t doctrine was adopted in the framing of tills bill and is 
already in use in many States and in England, and I think in 
France, Germany, and in the Austral ian courts. . The ground 
may not be personal, may be constructive, but it consists in 
doing an act to accomplish a result which ought not to . b~ 
allowed. It is the combination of act, intent, and result wh tch 
together may make a legal ground. '.rhus it is tha t we provide 
thtlt where the act or a series of acts.injuriously affect the pub­
lic interests. then this commission is given authority to inter­
fere on behalf of the public, and on behalf of the public only, 
and that of course would cover the case cited by the gentleman. 
The proceeding must not concern any .injured individual; be 
must care for himself, exactly as he now does; but on behalf 
of the public in cases like that the commission m::~ y order the 
offender to cease and desist from that sort of practice. 

l\Ir. COOPER. l\fy understanding always has been that fraud 
in a legal sense requires the element of deception. 

1\fr. STEVENS of Minnesota. No; I think not to the extent 
the gentleman seems to have in mind. But that element does 
exist in the case be described. 

l\!r. COOPER. I understand there is an element of deception 
in fraud: A man may be injured but not deceived or defrauded. 
I understand that a man can use what to-day are c..'llled legiti­
nwte bus iness methods-methbds acknowledged to be legitimate 
under existing law-and crush a competitor. These methods 
may constitute a system of cutthroat competition, but I do not 
know where there is fraud about them. 

The SPEAKER. The time of the gentleman has again ex­
pired. 

Mr. STEVEXS of Minnesota. I would ask for five minutes 
more. 

1Ur. ADAMSON. Mr. Speaker, I yield the gentleman five 
minutes additional. 

i\Ir. STKVENS of Minnesota. My impression is that the 
commission is created .from this sta ndpoint, and to meet this 
very . situation by applying the well-known rules which will 
amply meet such a condition. If these acts injuriously affect 
public interests, then the commission can act to prevent such 
consumma tion and result. 'l'bere must not be confounded the 
narrow view of the doctrine merely injuring an individual• 
interest aucl tlw broad public doctrine which affects the gen­
eral 11ub1ic. Fraud may not exist as to the individual and yet 
be clear as against the public. It is the public interest only 
which this bi ll a ffects. From that view the old rules and 
doctrines are entirely sufficient and the cases well apply. We 
here pro~· ide the machinery by executive and judicial organiza­
tion to make the law protect the public interest. Now, the gen­
tlemen defines fraud as merely an act of deception, substitu-· 
tion, or misrepresentation. That is the viewpoint taken by 
the second clnss of cases to which I referred, and it is the 
object of this legislation to have substituted for such rule an 
aftirma th·e, broad power to the commission ::md the courts for 
the suppression of the particular act which may be unfair and 
fraudulent as against the public. So far as the courts are 
coneerned in dealing with the public interest under this stat11te, 
the rules arid definitions and limitations will apply to the pur­
poses of this act. It is to be hoped that there will be gradually 
evolved a body of law and rules upon this subject which shall 
be comprehen'si>e and wi ~e and enlightening. Rnd which. while 
amply protecting the general public and its interests, may at 
the same time encourage the struggling and wortby wbo seek 
to ma ke a plnce for themselves in the commercia l world. and 
be the basis for a higher standard and such a consistent and 
practical standard for our business that it shall lead the com­
merce of the earth. 
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This bill will thus help by information, encouragement ad­
monition, advice, and, If necessary, restrairtt. No power is iack­
ing. But we believe that force should be the extreme resort. 
Thus this legislation will afford an opportunity to test the con­
flicting theories of fines, penalties, and repression under law­
suits and executive enforcement, such as this country has bad 
for 25 years, as against the wise, experienced regulation by com­
petent administrative body, and thmugh the courts when ne~es­
sary, provided in this bill. This procedure is simple, speedy, 
accessible to every citizen, and offers the opportunity to repress 
every evil practice. 

U~FAIR METHODS. 

We mn.de a change in the definition of the Senate bill, and 
instead of using the words "unfair competition," which sigHify 
a .general ·course of conduct, we prohibit all "unfair methods 
of competition." In this way that prohibition shoulcl attach to 
the particular act such as that to which the gentleman from 
Wisconsin alluded. That is the very reason we made this 
change, _which has been so criticized, because we wanted to 
cover the specific act which would be unfair, while the course of 
conduct by itself might be fair .. In that way we meet tbe public 
exigency in classes of cases like that we have discussed. We 
considered this would be far easier of understanding and en­
forcement. of fraud, and order for desisting. 

Mr. l\fONTAGUE. Will the gentleman permit an interrup­
tion? 

Mr. STEVENS of Minnesota. Certainly. 
Mr. MONTAGUE. In the allusion just made to fraud, I would 

ask the gentleman if this distinction is not clear: There may be 
fraud where there is a fraudulent intent, in the first place. 
Secondly, there may be a fraud where the result is so injurious 
whether intent exists or not, as tu imply fraud? The juris~ 
prudence of the country recognizes this distinction. I think. 

l\fr. STEVENS of Minnesota. I think in those classes of 
cases wherever the public interest i t injuriously affected the 
commission has clearly the right to denounce it as a fra ud 
following the decisions the gentleman from Virginia has allu!led 
to, and which I have placed in the UECORD from the gentleman 
from Maryland. 

Mr. COOPER. Will the gentleman permit me again? 
Mr. STEVENS of Minnesota. Certainly. 
Mr. COOPER. Tnke this illustration. A corporation with a 

capital of $100.000.000 sells its . product below cost throughout 
a certain county or perhaps an entire State, but does not in­
crease the cost of the product to consumers in any other com­
munity or State. · Is there any fraud about that? 

Mr. STEVENS of Minnesota . Frau:! must be--
Mr. COOPER. In that case the people of other States would 

buy it for the old price, while the people of one particular State 
would get it for less. There would be no fraud, no deception. 
The on.ly persons injured would be the competitors (]oing the 
same kind of business. 

Mr. ST.EVENS of Minriesota . Of course that is one of the 
matters that would be considered by the commission. It 
might be--

Mr. COOPER. Will the gentleman permit? . 
Mr. STEVEXS of l\finnesota. Let me ::nswer tha t. 
.Mr. COOPER. To finish this. Has not the gentleman found 

that in the large department stores they have days in which 
they sell below cost and by this method practically wipe out 
small competitors? 

.Mr. SH~HLhY. And, if the gentleman will permit, there is 
a lot of frauu there. 

.Mr. COOPER. The most prominent business houses in the 
United States do such thlngs. I wondered whether this proposed 
law would meet that sort of competition in interstate traffic. 

1\ir. STEVE?\S of Minnesota. 'Mr. Speaker, our bill does meet 
the situation, in this way: Where there is a practice or a cl a ss 
of practices which has for its main purpose an injury to the 
public by eliminating com)1etition which ought to exist in the 
public interest, in such cnses it 13 a fra ud on the public, both 
as to purpose and results. If it be for the public interest to 
preserve healthful competition, then it is our duty to provide 
the me:ms for it. If it be merely a business incident or a prac­
tice which disposes of a class of goods which it is to the usual 
and customary advantage of the dealer to dispose of in order 
to make room for other goods, or to raise ready cash, or to avoid 
future loss. or what not, then it is not a fraud on the public. 
It bas neither such a purpose nor result, and nobody can or 
should complain. 

The essence of the fJractice must be ascertained by the com­
mission. If the general purpose and the result of it will be to 
the detriment of the public by eliminating co~petition which 
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in the public interest ought to exi t, or by injuring tho e who 
ought not to be injured, by drhiug out of bu inoss that which 
ought to be ustainro and protected in the interest of the gen­
eral public, then it is fraud against the public and ought to be 
repres ed. 

If the practice or snJe doe not accomplish those thin~. if 
it merely clea rs the stock of stale or unsen onable goods, to 
be replaced by others or to rai , e re:1 dy money on any such 
perfectly proper purpo es in busines , then it is not a frn ud, but 
it i a benefit to tbe community and could not :md should not 
be assniled either in the commi~sion or the courts. This illus­
trates the Yery thing which thi commission i created aud 
given authority to do-to a ·certain the facts, to find out what 

· the motive and result of all of the e practice and acts and 
transactions may be, to study their history and purposes and 
re ult , and then pre ent and con ider the mntter in a legal 
way a well as in an economic way and order it to be stopped, 
if it be in the interest of the public to stop it and in the power 
of the court to relieve it. This illustrates the necessity for 
such a coi!'.mission to protect the public by separating the 
sheep from the goats by means of its experience as well as its 
Iega 1 powers. · 

1\lr. 1\lADDE~. Mr. Speaker. will the gentlemnn yield? 
The SPEAKER. Does the gentleman from Minnesota yield to 

the <Yentleman from Illinoi ? 
Mr. STEVE4 ·s of l\Iinne ota. Yes; I yield to the gentleman. 
Mr. lADDE •. Suppo e u firm bad been continuou ly selling 

1t goods for a lower price in order to make 1·oom for other 
eoods? . 

Ir. TEVE:'JS of Minnesota. If it were a continuous per­
form:mce, and carried on with a new to eliminating comp~ti­
tion, to the detriment of the public. which ought to exis.t. of 
course it is a fraud. If it be merely for an ordinary busmess 
purpose. it is as innocent as any other act. The various cir­
cumstnnc connected with the course ,of conduct must deter­
mine the rnlidit • just as they do now. 

1\Ir. SCOTT. Mr. Speaker, will the gentleman yield for a 
question? 

The SPEAKER. Does the gentleman from Minnesota yield to 
the gentleman from 1owa? 

1\lr. STEVENS of Minnesota. Yes. 
1r. SCOTT. I wunted to ask the gentleman where, in his 

opinion. the ultimate discretion rests nuder this bill to deter­
mine when a given set of business acts constitutes an unfair 
method? 

1\lr. STEVENS of 1\Iinnesota. In the first place, it must be an 
injury to the public. Now, that- is well defined. On that we 
b~ '\'e our mind well made up. Opinions differ, of course, but 
there are many cas~ and many rules of lnw and many statutes 
ba. d upon that phrase n to what constitutes an injury to the 
public. But the legnl meaning of that phrase is ·clear and well 
under tood. 

.. ~ow, having thnt in mind as to what must be done to the 
injury to the p11blic. nnd then foUowin.,. the decisions-and I 
stnted thut there are more thnn 1,500 of them that have been 
ca lled to my attention-the courts have defined whnt would 
constitute unfair ncts und oppressive acts affecting indindunls. 
But when those oppref"Sive and unfair acts are brought to the 

ttention of the commis ion and they are found to injuriously 
affect the public. that constitutes an unfair method of com­
petition. 

1\lr. SCOTT. I do not think the gentleman under tood my 
. que tion. l\Iy quertion was as to a matter of jurisdictio~ 
What body ultimately determines whether a given set of acts 
is unfair or not? 

Mr. STEVE4 TS of l\finnc ota. The United States Supreme 
Court. of course. 

l\fr. SCOTT. Then under this bill the Federal trade com­
mi ion does not have so broad a discretion as the Interstate 
Commerce Commission has to determine whether or not a rate 
is unrensonnble Ol' juat? 

l\Ir. STEVEXS of '"innesota. Yes; to that extent it bas. be­
cause it decides whether or not an act is an unfair method of 
competition. But to that extent it has a similar jurisdiction 
to thnt of the Iuterrtate Commerce Commission. but it ha not 
one step beyon-d such a power which the Interstate Commerce 
Commission bfl in its :1uthority to prescribe for future action. 
I do not wish to interfere with my friend, but I am very 
anxious to IH·oceed. 

Mr. SCO'IT. It seems to me this clause of the bill relating 
to the re\iew by the c-ourts mean thnt disci~etion is gi-ven to 
the court to nullify · and set nsirle and .absolutely rescind the 
order made b the trnde -commission. 

Mr. STEVENS of Minnesota. Oh, certainly; · if the courts 
shall be of the opinion that the decision of the commission is 

wrong as a matter of law. We cnn not take that power away 
from the <'ourts, and would not if we could. . 

Mr. SCOTT. And thnt goes to the conclusion drawn by the 
commission as to whether or not a giYen state of facts is 
unfair? · 
· 1\lr. STEVE~ ~s of Mil::llesota. Yes; the gentleman is right as 
to that. 

l\lr. SCOTT. Under the interstate-commerce law the courts 
will not rene~ the question as to whether or not a given tate 
of facts con. titutes an unreasonable or an unju t practice. 

The SPEAKER. The time of the gentleman from 1\linne ota 
has expired. 

1\Ir. STEVENS of Minne ota. I would like to be allowed 
about three minutes in which to answer my friend from Iowa. 

l\lr. ADA.l\ISOX Mr. Speaker, I yield five minutes more to 
the gentleman. 

The SPEAKER. The gentlemnn from Minnesota (Mr. STE­
n:Ns] is recognized for five minutes. 

1\lr. STEY~ ·s of l\linne. ota. The gentleman is correct ns 
~o part of hie: statement but incorrect ns to another purt of 
It. The Supreme Court has held that the Interstate Com­
merce Commi ion does exerdse the right of deterruiuina> 
whether 11 rate in existence is unreasonnble _or unjm:;t. Thnt iA ~ 
quu i-judidal act and the decision of the commission on that 
point is re•iewable by the court • becau e it is a review of a 
legal decislon upon a gh-en tate of facts. nut when the rom­
mi sion goes further and decide whnt mu~t he a rE>.n!'lon nhle 
rate o~ practice for the future, of course that is a legi lative 
act which must not and c;m not be re,·iewed by the court any 
more than could an act of Congreg be o reYiewed. There is 
that di tinction. nnd we hnve can·1ed thnt distinction Into this 
bill. Wbene,·er the trade corumi ·ion decides thnt n certain 11ct 
is an act of unfair method of competition. the decision on th:tt 
point as a que tion of lnw is, and ought to be, rm·iewnble by 
the cour.t . The facts themseh·es are found by the commission. 
Its findmg as to the facts is <'onclu he. Its opinion as to 
~h.eth~r that stute of facts constitutes an net violating the law 
IS Its JUdgment of law tll>On the facts, and its jndgweut is and 
ought to be reviewed, and it is so prm·lded by this bill. 

Mr. SHERLEY. Mr. Speaker. wil1 the gentleman yield? 
The SPEAKER. Does the gentleman from Minne ota yield to 

the gentleman from Kentucky? 
.Mr. STE\·E~S of Minnesota. I do. 
l\fr. SHERLEY. If the gentleman will permit, the Federal 

trade commission differs froru the Inter tate Commerce Com­
mission in that it has no affirmative power to say what ·hall be 
done in the future? 

1\lr. STEVE.NS of 1\.linne ota. Certainly. 
Mr. SHERLEY. In other words, it -exercises in no ense a 

legislath·e function such as is exercised by the IntE-rstate Com­
merce Commis ion? 

Mr. STEVE~S of l\finne ota. Yes. The gentleman is en­
tirely right. We desired clearly to exclude that authority from 
the power of the commission. We did not know as we could 
grant it anyway. But the time has not arrived to consider or 
discuss smch a question. 

1\Ir. Speaker. this commission bas a general twofold function 
which will be gr11dually worked out in tbe course of time. One 
phase will be economic and the other will be legal. In the et'O· 
nomic field the commission should as i t the busine concerns 
of this country along the line demanded by the American peo­
ple of efficiency and fairne s. By thnt there can be ascertained 
the be t possible size of businE> s unit to accompli h a neces­
sary busine s result. The people will not be afraid of mere Rlze 
If it knows that an able and wi e and powerful and putriotic 
commission is guarding their interests :md that such a C()ncern 
of such size and power is neces ary properly to perform the 
gi~ntic tasks which we all belie,·e must fall to the lot of our 
people an.d busine - men to do in this world in tlle immediate 
funue. Wbate,·er is most efficient and best calculated be r to 
accomplish the needed result mu t be done, and our people will 
depend on this commission to gunrd and enlighten us. 

Then, while it is done. the pubilc also wnnts to know that 
with this efficiency will equally go fafrne in the distribution 
of the benefits of such organizntion and work. Of course. the 
commission has no direct power to allot benefits. These mnst 
bP evol•ed by the friction and proce s of personai ·care anrl bar· 
gain. But it can greatly a sist In brin ing abont n proper 
spirit, and information, and cooperntion, <llltl possibly admoni­
tion to accomplish the desired result . I know this l'nRy sE>em 
ide.'lli tic. but yet some part of it may be worked out through 
this creation. 

As to tbe legal side. I have already stated that 1t ts to be 
hoped that a body of commercial rules mny be eYolverl which· 
may be a safe and wise guidance on the high plane for the busi-
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ness concerns of the country. They should not be technical 
merely, but, amplified with breadth and experience, may be 
safely accepted as the best expression of the business world. 

This measure, for the first time in this country, attempts an 
administrative regulation of commerce itself. We have regu­
lated the instrumentalities such as transportation and finance, 
but here we attempt to rule and help commerce. An exeClltive 
alone with power of enforcement merely, or even a wise discre­
tion, could not do it. The courts under their ruling could not 
wi ely and liberally accomplish the needed results. The legis­
lative branch can only prescribe rules for the future. It re­
quires a combination of ::til of those powers in one organization, 
with the highest obtai.oable talent well and thoroughly to work 
out the difficult problems which will be met. Because it is in 
a sense permanent and without partisanship, and can lay down 
a policy which can be pursued or changed as may be wise and 
necessa ry, without the charge of pet'sonal or political ad\antage, 
must this important commission perform such work. 

But before closing, without intending to throw any bouquets. 
I think two things should be understood by this House. One 
is that there has been a sort of an imputation against this 
House that we swallow any old ready-made and hand-me-down 
!Jill without consideration, and that this House does not con­
sider bills as thoroughly as does the body at the other end of 
the Capitol. This bill, as I said when the bill was bE>fore the 
House originally, was framed by the Committee on Interstate 
and Foreign Commerce. It was not a band-me-down product. 
We did it ourseh·es, for better or for worse. [Appla use.l 
This measure as it is now presented to you was framed by the 
conferees. Whatever may be its merits or its demerits. we ar~ 
responsible for it exactly as it stands, and I am rather pr011d 
of what we have done. 

We have be~n criticized in the press because this House does 
not debate exhausth·ely the great matters which have come 
b(>fore Congress during this session and the previous session. 
That we merely pass these great bills in a perfunctory way 
without real consideration and enlightenment. Such a criticism 
is unjust and untrue when the situation is realized. 

The House will remember that practica11y all the grea.t 
measures which have passed during this Congress have origi­
Itated in the House. It has been our duty to consider thefe 
measures first before the Senate could act. and we have done it 
as best we could, and, I think, on the whole very well. Some­
times our debates have been too much repressed and not suffi­
cient time has been given to them, and there has often been a 
lack of sufficient time for real discussion of some of these great 
measures. But we have discussed them with some thoroughness, 
and our discussion bas been the b::tsis of debnte elsewhere. Every­
one knows that the principal work of the House is in its commit­
tees and not on' the floor. There are the real debates and there 
are the real legislative contests. The perfected measure too ofte!l 
does not receive as thorough consideration on this floor as in 
the Senate. But that is not because it is not as well prepared 
or understood. We all lmow that it is a mighty sight easier to 
take a bill which -somebody else has prepared, to have before 
you a debate and report and hearings that somebody else bas 
already placed in the RECORD, and then amplify or change it. 
We have been obliged to have the laboring oar upon all these 
grea t matters, and the press of the country does not seem to 
rea lize the great service which the House has performed in this 
Congress in discussing these great matters before anybody else 
has seemed to know they were in existence. [Applause.] 

Just one suggestion more: In all matters of constructive leg­
islation necessarily some Member of the legislative body must 
assume the great burden of doing the principal part of the 
work in preparing it and presenting it to the committees and to 
the House. This is a great constructive legislative measure, 
creating a department of onr Government which may be of 
great service to our people in the future. Perhaps it embodies 
no new principle. but it ::~pplies old principles to new methods 
and new practices in legislation upon a tremendously impor­
t ant field of national activity This has required constructive 
legislative ~bility of a very high order, and in the closing days 
of the sernce of one of our associates, who is entitled to the 
chief credit there may be for this measure, I am glad to bear 
witness before this House to the industry, the great ability, the 
high charncter. the rectitude of purpose, the entire sincerity 
and the splendid amtlytical, mental, and legal ability of my 
colleagne. Judge CoviNGTON, who now leaves us for another 
sphere of public usefulness. [Applause.] It must be a great 
source of sntisfaction to him as he retires from legislative 
activity to kuow that he cnrries with him the sincere respect 
and the deep affection of those with whom he has been asso­
ciated, and that this measure will be the crowning act of a 
splendid, legislative career which ~e who have worked with him 

believe will be not only a monument to him but of great benefit 
in the future of om: common country. [Applause.] 

Mr. ADAMSON. :Mr. Speaker, I ask unanimous consent that 
all gentlemen who address the Chair during this debate may 
extend and revise their remarks. 

The SPEAKER. The gentleman from Georgia asks unani­
mous consent that all gentlemen who speak on this conference 
r·eport may have five legislative days in which to extend re­
marks on the bill. Is there obje~tion? 

There was no objection. 
Mr. ADA.MSON. I yield to the gentleman from Illinois [Mr. 

MANN) such part of 15 minutes a~ he desires to use. 
The SPEAKER. The gentleman from Illinois [Mr. MANN) is 

recognized for 15 minutes. 
l\fr. 1\IA.l~. Mr. Speaker, I enjoyed very much the remarks 

of the gentleman from Minnesota [Mr. STEVENs], and I wi b to 
join with him in congratulations to the gentleman from :Mary­
land, Judge CoVINGTON, as well !i'3 the gentleman from Georgia 
[Mr. ADAMSON] and the other majority members of tile Com­
mittee on Interstate and Foreign Commerce. Everyone in the 
House knows I have a peculiar personal affection for the Com­
mittee on Interstate and :F'oreign Commerce which extends to 
all of its members; but in expressing these ~ords of con~ratu­
lntion I do not wish Members to forget the great service in con­
~ection with this bill, as wen as dhers. rendered by the minor­
It~ members of that great committee. The gentleman from 
1\lmnesota [Mr. STEVENsl, who enjoys the confidence. respect, 
and affection of every Member of this House [applause), bas 
bnd great influence in the final deYelopment of this bill. And 
the gentleman from Wisconsin [1\Jr. EscH], who was with llim 
on the original subcommittee of the Committee on Interstate 
and Foreign Commerce and also on the conference committee, 
has rendered able service in this connection. as be has always 
rendered in the House in every direction. [Applause.] 

Mr. Speaker. I think all the Members of tile Rouse will vote 
for this conference report. Doubtless it is not in the exact 
form in which other l\fembers might have written it but I 
think that. on the whole, the House has written this bill:_Mem­
bers on the House side have written the bill-and I belieYe it 
will prove to be one of the steps in legislative development 
which we have well taken. [Applause.] 

Some years ago, while I was a member of the Committee on 
Interstate and Foreign Commerce, Col. Hepburn, then the chair­
man of that committee, directed me to take charge of the bill 
to create the Department of Commerce, or, as it was then called, 
Commerce and Labor. 

In making a report to the Honse on that bill we proposed 
three new bureaus. One was the Burenu of Manufactures 
which was created, and which, I think. unfortunately was abol~ 
isbed recently by transferring it to another bureau. One was 
the Bureau of Insurance, which, I think, ought to have been cre­
ated. but which my Democratic frie1;1ds in the House were op­
posed to at the time, and they had the support of enough 
Republicans to eliminate it. One was the Bureau of Corpora­
tions. That was first proposed to go into the bill by myself. 
I wrote the provision in regard to it just before the holidays, in 
1002. It was agreed to by the committee, and I was directed to 
report the bill to the House. During the holidays I prepared the 
report on the bill, which was submitted immediately after the 
holidays, in January, 1003. .After I had prepared the report upon 
this bill the President, 1\fr. Roosevelt, sent for me, knowing that I 
had _charge of the bill, and said to me that he thought we ought 
to g1ve to the Interstate Commerce Commission jurisdiction over 
the corporations of the country doing an interstate-commerce 
business, somewhat similar to the jurisdiction which the Inter­
state Commerce Commission then exercised over interstate 
carriers. I sa id to the President that I had already drnwn a 
report upon the bill creating a Department of Commerce and 
Labor which carried a Bureau of Corporations and a Commis­
sioner of Corporations, aud that I myself did not believe that 
the Interstate Commerce Commission, with its great amount of 
work, was the proper body to take charge of matters relating 
to the other corporations of the country. In a way the present 
conference report justifies the expression of opinion then ex­
pressed by President Roose\elt, and I am happy to congratu­
late myself by saying that in a way it justifies the position 
which I then took. 

In making a report upon the bill creating this new bureau in 
1902. I said : 

The creation of this bureau will make it the duty of an officer of 
the Government to deal with the matter of corporation information 
and to acquire knowledge and report on conditions concernin"' the 
manne1· and extent to which co1·poratlons transactint:: interstate com'Inerce 
shall be subjected tc. th~.> influence cf national l~.>glslation. Your com­
mittee believes that this is a practical step toward tbe legitimate con­
trol of corporations engaging in commerce amon.~r the States. Your 
committee bas not recommended any. extended or specific legislation in 
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re~ard to the character of the information to be obtaiJ?ed or the ma.n- . 
ner of obtaining It. but has left that mat ter to awa1t further legls-
~~a . 

In my judgment then. and in my judgment n?w, _co_ngress 
was not snfiici(!ntly informed to take the step whlch Jt IS pro­
posed to take now for the control of interstate corporatio~s. 
But e\en the present Rtep is only one step forward; there w1ll 
be otllers to take. We can not afford to destroy busine. s. We 
can not afford not to exercise some control over bu iness. I 
think the Committee on Interstate and Foreign Commerce in 
its pendina report hns acted wisely in not endeavoring to go 
too far or too rapidly. but ·has also acted wisely in going further 
than we have eYer gone before. 

·• Unfair methods of competition" excite considerable con­
tention. The Senate's suggestion was "unfair competition." 
I can see qmte a distinction between up.fair competition and 
unfair methods of competjtion. but no one can write a defini­
tion of either. If it were possible for u to define unfair com­
petition or unfair methods of competition, we would put the 
definition into substanti \e law. 

What does this proposition mean. We lea•e to a commission 
created supposedly of men of at least more thnn the ordinary 
collliDon sense and dis retion the power to direct that the cor­
porations sllall cease the practice of certain methods of com­
petition whlch the commi~sion think are unfair. The corpora­
tion is not required then to cease; it can tnke the mntter into 
court. Either the commission can file a su· t in com·t for the 
enforcement of its order or the corporation can file the suit in 
court. It will lH' left to the courts to lay down tlle Hues and 
the law which determine what are unfair methods of compe­
tition. The finding of the commission as to the facts is to be 
taken as conclusive. but the conclusions of the commission must 
be determined in the end by the courts of the lnnd. 

It is true that a bi 11 like th is will lead to sorue uncertainty as 
to what corporations or individuals ce:m do. 'l'hnt alwnys fol­
lows any legislation. Those who desire to reach across the 
line between unfair and fair methods of competition or to go 
np to the line will sometimes find tba t they have crossed o,·er 
too far, and they will be pulled up. But we are moving in the 
direction of controlling tlle methods of competition, endeavor­
ing to keep upon the lines of competition so that e,·eryone will 
haYe a fair show. [Applause.] I am satisfied that we are 
making quite a step. · 

I had w ished that when the cornmis ion hnd acted and had 
found thnt a corporation was following a fair and not an un­
fair ruetllod of competition, tbn t the corporation or indi vidua 1 
might be allowed to proceed with his business without fear of 
pTosecution .under the Sherman antitrust law. I think when 
we give a commission power to say that a man is doing bnsi­
ness fairly "'e ought to encourage him to do the business. with­
out holding a thre;tt oYer him that some subsequent adminish·a­
tion may find it necessary to prosecute hlm for doing tlle thing 
which our cnrnmi. ion said -was proper to do. Yet I realize the 
politi<'al difficulties in · the way of making any change in the 
Sbermnn antitrust law. 

It may be making somewhat a dissent in the com:lideration 
of ma tters. but there is one thing I do not wi8b to pass entirely 
without notice. Just for the RECORD I want to state th.,tt in 
section 5 there are two places where a comma is inserted which 
entirely changes the menning of the section, but I take it that 
it was done inad,·ertently and that the commission will, in 
scanning the law, forget that the comma is in there. There is 
this pro\ision : 

The commission is hereby empowered and directed to prevent per­
sons, partnerships, or corporations, except banks-

Comma-
and common carri<'rs subject to the acts to regulate co~erce, from 
using unfair methods of competition in commerce. 

A similar pro•ision occurs in another place. As U reads and 
as it is punctu<lted it giYes the commission power o,·er corpora­
tion that it wns intended to exclude. 

There is another proYision in the bill, and I am not sure 
whether It was referred to by the gentleman from Kentucky or 
not, but in one place. ection 5. exclusive jurisdiction to enforce 
the orders of the commi sion is gh·en to the court of appeals. 
while in ction D jurisdiction to enforce compliance with the 
orders of the commission is· given to the United Stutes district 
courts. The two proctsions are in apparent conflict. It is 
e :1 sv to see bow it arose. and possibly tbnt will ~ ffec t tbP f'On­
struction gi¥en it by tlle court. The pro,· isJon gh·ing the dl!'tFict 
courts power by a mandamus was in the bill as it pas~ed t~e 
House. The bill did not then contn in section 5. concerning 
unfnir competition. ·when section 5 wns written into the- bill 
by the conferees they desired appnrently to gi'e the court or 
appeals rather than the district courts jurisdiction over these· 

cases which carne under the un:D1ir-competition section. It 
is possible that the courts may construe it, and. on the other 
hand, it mny require an amendment in the future. But t.lwt is 
easily mnde and does not affect the merits of the propositio'n, 
and I think is nut the fault of n nyone. 

I again congratulate the members of the Committee on Inter­
state and Foreign Commerce nnd - it dl!'ting1i. hPtl c nirll ·•n, 
with whom I served so many ye.ars, upon the successful outcome 
of this legislation. I would like to say to our Democratic frie:1tls 
that here is a bill which from the start was made devoid ot 
partisan politics. On our side we were called into consultation, 
flnd I think the mnjority would say that that consultation was 
helpful. Of conrse in a way you were entitled to and will 
claim the political benefit tllrougbout the country. but when 
it comes to the re:1J sub'tance of legislation along line which 
are nnd ought to be nonpo1itieitl we are just as anxious to do 
the right thing on our side of the Ron e as you are on yonr 
side. and we do not desire to binder you from haYing cr·edit 
for being your~eiYe an. .... ious to do the right thing. I hope and 
think wf' fl n> doinJ! the ri t!ht thing now. fAppl nu . . 1 

Mr. BURKE of Pennsylvania. Mr. Speaker, will the ·gentle­
man yield? 

Mr. ~L\:\~. Yes. 
Mr. RCUKE of Pennsy1,ania. The gentleman stated that be 

bas n ,-erv clear and well-detined idea of the clil'fer n··e hetwe <!n 
unfair competition and unfair methods of competition. and for 
the purr1oses of thjs record I wish the ~rentlewan would con­
sent to lP''e one illustration for the hmefit of those who later 
on will be called upon to construe this law. 

~[r . ~L-\ :"\. •. I think I h<trl lwrter uot. l hn•e \eJ-y clear , nrl 
well-defined notions on ue s11bject. but it would take a longer 
time than I ha ,.e at my dispo8al to go into it. 

l\1r. ADA:\1SO~. l\1r. Speaker, I yield five minutes to the 
gentlemr~n from Tennes. ee [:\1r. SrMs). 

Mr. SD1S. 1\!r. Spenker, I do not want the Members of the 
House to think that I am going to try to go oYer whnt has been 
so clearly and ably said about this bill by the gentleman from 
~.Iar·yland [:\.Ir. CovlNGTON], and b:-- the gentlem:ID from ~1 iu­
nesota [.llr. STEVENS]. It would be utterly u eless to do so; 
bnt by way of referenC'e to wb·1t t_be ~enflem · 1 n from lili ~1n i s 
[:\.Ir. MANN] bns just said. respectmg party benefit or in]tlrY 
and party responsibility, I desire to say, becau e it is a fact. 
that the Democratic members of the subcommittee-and I 
happen to be second upon thnt committee-during the entire 
cons:deration of this bill neYer met nor attempted to uo nny­
thlng without the Republican merubers of the subcommittee 
were present and participated [applause], and tbnt the Demo­
cratic members of the conference committee never held any 
kind of a meeting nor discu se any measure or part of thi bill 
unless the Republican members of both the Hou e ~nd the n­
ate were present. I am glad to confirm what the gentleman 
from IIJinoi has snid. tbM, o far a the IIou Committee on 
Interstate and Foreign Commerce is concerned. and nl ~o the 
conferees who acted in this matter. we ha\e acted wholly in 
reference to what we thought wa for tlle general welfare of 
the counh·y. I for one do not belie,·c thnt a good idea i bad 
because. admnced by a Republican, or that a bad idea i good 
because adYanced by a Democrat. I hor1e what the gentleman 
from Dlinoi · bas said will take place. and thnt ~ s that not a 
sin"le vote will be giYen tlga.inst the adoption of this report. 

:.\Ir. Sveuker, I. like the gentlemun from Minne ·ota [).fr. 
STEY"ENs], regret that this House is to lo. e the further services 
of the dlstin.,.uished gentlernau from l\laryLmd [~lr. CoVINGTON], 
and I know enll'Y Member who heard llis peech here to-day 
will know that the Pre ident made no l.lli take when be selected 
so able a lawyer to be the chief ju tlce of the Supreme Court 
o~ the District of Columbia is tlle gentleman from Maryland. 
[Applau e.] He may ha\e made other mi tnke and he may 
make yet others, but I am con,inced that every O'entlemun· who 
heard him to-day will agree with me that he made no mistake 
in this case. 

I wish to refer to bnt one mntter in the conference report, 
because it bas been so well dlscu ell and o clearly pre ented 
tllnt it is a waste of time to repeat it: th;t t i , with reference to 
that portion of tbe report which prodrles that the finding ot 
fact by the commi. sion shall be conclusive upon the court if 

upvorted by te ·tiruony. The Senllte vroYision eemed to _me 
to leave thi omewhat ambignous--not •ery clear-and I thmt· 
that it is a b11 d practice, if the po\\er exist . for a court, and 
especially an . a[lpellflte court. to undertake to SUb,'titnte itS 
judgment for the jut~A"ment of nn administrative commission. and 
to substitute the judgment of a court, and e~'pecinlly an nppel­
lnte court, for thllt of a cornmission composed of ruen selected 
for their expert qunlificatlons and special capacity on questions 
of fact seemed to me to be unwise, .not good legislation, and 
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that it would fill the courts with cases and practically block 
and hamper the circuit court of appeals in performing the 
duties for which it was created. I think the conference report 
is a great improvement in that respect upon the bill as it 
passed the Senate. 

I want to say something for our chairman in this connection, 
and I know how to feel for him. The duties of a conferee are 
personal; they can not be transferred to a substitute. A con­
feree ca.n not pair with another conferee, but must in person 
perform his duties. When this bill was expected to come from 
the Senate any minute and have to go to conference, it developed 
that the gentleman from Georgia [Mr. ADAMSON], the distin­
guished chairman of our committee, was to have opposition for 
the nomination in his district. That came as a shock and sur­
prise to the l\lembers of this House, and especially to the mem­
bers of his committee; but, great as was the temptation to leave 
and go home to look 2fter his fences personally, he said no; 
that his duty required him to remain here; that at any moment 
this trade commission bill might come over from the Senate, 
and that he would have to be, as a matter of course, one of the 
conferees, and be would take his chances in remaining at the 
post of duty; and I am very glad to say that the people in his 
district in Georgia took the same view that he did-that as a 
Member of Congress be had duties to perform l..ere that were 
higher and more important than shaking hands with his con­
stituents and making a personal appeal for their further sup­
port and confidence. [Applause.] 

The SPEAKER. The time of the gentleman from Tennessee 
has expired. 

Mr. SDIS. 1\fr. Speaker, I did intend to throw another 
bouquet or two, but I know the time is short and will heed the 
fall of the Speaker's gavel and say no more. 

!\lr. ADAMSON. Mr. Speaker, I have several applications for 
time, and I do not see how I can execute my contract without 
10 more minutes. 

1.'he S_PEA.KER. The gentleman from Georgia asks unani­
mous consent that his time be extended for 10 minutes. Is there 
objection? 

There was no objection. 
1\Ir. ADAl\ISON. :Mr. Speaker, I was temporarily out of the 

Chamber when the time was yielded to the gentleman from Min­
nesota [l\1r. STEVENS], and in granting time to him I intended to 
avail myself of the opportunity to say a word in recognition of 
the distinguished services of the members of the minority upon 
this committee. I wish now to say, in yielding to the gentleman 
from Wi cousin [.Mr. EscH ], that the members of the committee 
sitting on the other side of the Chamber cooperated with us in 
fulL They did their full duty. They are good and h·ue Ameri­
cans and great and good Congressmen. We have no partisan­
ship upon that committee. We are all patriots and statesmen 
alike. [Applause.] I yield five minutes to the gentleman from 
Wisconsin [)lr. Esca]. 

Mr. ESCH. Mr. Speaker, I had not contemplated making 
any address upon this conference report. I indorse all of the 
kind words uttered this afternoon with respect to the different 
members of the committee, save those referring to myself. I 
believe we have presented to the House and to the committee a 
great, con tructive measure, one which occupies a. new field, the 
ultimate effects of which time alone can make manifest. We 
feel confident, however, that as this law is administered larger 
and better information will be gathere,d to guide subsequent 
Congresses. If there is one thing in the bill which appeals to 
me more strongly than another, it is the power granted in sec­
tion 5. When the bill was in the House there was some misgiv­
ing that it did not have any teeth. Section 5 gives to this com­
mission great power in regulating great businesses in the United 
States. In so far as section 5 shall be carefully and wisely 
carried out, to that extent will the Federal trade commission be 
successful and meet the expectations of the people. I hope that 
subsequent Congresses, with the wisdom which this commission 
may make available, may strengthen this bill to the end that it 
may be beneficent. [Applause.] 

Mr. ADAMSON. Mr. Speaker, I yield five minutes to the 
gentleman from New Hampshire [l\fr. STEVENS]. 

1\Ir. STEVENS of New Hampshire. l\lr. Speaker, this trade 
commission bill will do three things of importance and benefit 
to the American people. First it will gather for the use of 
future Congresses m~.- re accurate and complete information 
about the big business interests of the country. Secondly, it 
will give to the Department of Justice in the en:Jrcement of the 
antitrust law the benefit of its investigations ancl its more ex­
pert knowledge of business conditions. Last, and to my mind 
the most important one, it will give to this commission the 
power of preventing in their conception and In their- beginning 
some of these unfair processes in competition which have beep. 

the chief ~(mrces of monGpoJy. That part of Cle iJill is prac­
tically new, and yet it has grown out of experience with other 
legislation In the enforcement of the Sherman antitrust law 
it has bee:J. G.isclosed ii:. practically every case which the Gov­
ernment bas brought against the big combinations, the Standard 
Oil case, the Tobacco case, the Thread case, the Bathtub case, 
that the chief means <.f destroying competition by big com­
binations wr..s by the use of methods which were distinctly 
unfair and oppressin. Those combinations can be dealt with 
by the Federal courts in the enforcement of the Sherman anti­
trust law. They can be dissolved, and i.n practical1y every recent 
case the Federal courts have added to the writ of dissolution 
specifc injunctions &gainst the use in the future of those 
methods which have been used in that particular business. 
What we wish to do and ought to do &.bove everything else is 
to prevent the growth of monopoly at the beginning. Private 
monopoly in this country must be based upon either one of two 
factors: It must be based upon the possession of certain limited 
natural resources or it must be based upon the misuse of the 
power that goes with la1·ge business. Now. the Democratic Party 
is not, and I believe no party is, opposed to doing business in big 
units. The power to cart'y on business in large units means, to 
a certain extent, efficiency in cost, in selling methods, and better 
service and better goods for the public, but with a large organi­
zation, with the i.mmense amount of capital which is at their 
disposal, with the large volume of business, there goes the 
power absolutely to drive out competitors by the use of unfair 
methods of competition. To my mind the most important part 
of this traJe commission bill is that which grants to this com­
mission the power, after investigation and bearing, to i.ssue an 
order con..pelling any firm or person or corporation engaged in 
interstate business to cease from any unfair methods of com. 
petition. 

There are only two ways by which government can regulate 
business. It may regulate business practices by specific prohibi­
tions of law, leaving its enforcement to the criminal courts, or it 
can regulate big business corporations in the same way that the 
railroads are regulated-by the creation of a commission with 
a wide discretion and wide power in the application of the 
principles of the law. The chief argument aga inst section 
5 of this bill is made by tho~e men who believe the best way to 
regulate business is the old-fashioned primitive way of defining 
cert.-'lin 'offen es, leaving the application to the Department of 
Justice and the criminal courts. I think that the history of 
the enforcement of the Sherman antitrust law a.ncl the inter­
state-commerce law have pro\en conclusively that you can not 
regulate modern complicated business conditions by the criminal 
statutes and the criminal courts. I would remind those gentle­
men who believe that that is the sole way to regulate business 
of this character that the Sherman antitrust law is also a crim­
ihal statute and any person who violates its proYieions against 
restraint of trade or monopolies is guilty of a criminal offense 
and can be punished by fine and imprisonment. That law has 
been in force for 25 years. We have had duri.ng that time i.n 
the Department of Justice some of the most able and honest 
lawyers of this country of both parties. Suit after suit has 
been brought against large corporations and almost invariably 
the Federal Government has won the suit. Combination after 
combination has been declared a monopoly and in restraint of 
trade and yet the criminal provisions of the antitrust law have 
been of no avail and no- use, and I know of no single malefactor 
of great wealth who has taken part in these combinations and 
in these restraints of trade who is languishing i.n jail to-day 
or lies under the liability of languishjng in jail. The reason 
is that it is almost i.mpc:::sible with big complicated business 
conditions to fix the responsibility for any one act on any one 
indhidual in such a way us to get that man in the criminal 
courts and convict him. 

The 8PEA KER. The time of the gentleman has expired. 
Mr. ADA.l\ISON. Ur. Speaker, I yield to the gentleman from 

Oklahoma {Ml'. MORGAN]. 
Mr. 1\IORGAN of Oklahoma. Mr. Speaker, I am not a. mem­

ber of this important committee, and hence I appreciate the 
privilege of speaking on this report. I am deeply interested 
in this measure, and I desire to congratulate the Democratic 
Members of this Ho-use and the Democratic administration 
upon enacting this great measure into law while they are in 
power. 

Why am I especially interested in this bill? Because I have 
the honor-and I regard tt a..s an honor-of having introduced 
in the House the first bill to create a Federal commission to 
control the industrial concerns of this country. 

I hold in my hand a printed copy o:f the bill which I iutro­
duced In this Hoose- on the 25th day of January, 1912, more 
than two years and seven months ago. The bill contains 17 
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sections and covers 14 pages of printed matter. In the prepara­
tion of this bill I gave much hard study and many months of 
time such as I could spare from other duties. I had in my office 
for a long time scores of volumes of books from the Congres­
sional Library covering every phase of the trust problem. I 
secured from these books as much general information as I 
could. I tried to comprehend and determine in my own mind 
what the trust problem was and what would be a practical 
method of dealing with it \Tith a view, of course, to sen-ing 
the best interests of the great masses of the people of this 
cotmtry, with a view also of promoting the greatest prosperity 
in busines and the expansion of our industries and with a still 
further desire to add to the real strength, glory, and greatness 
of our country. 

I reached the conclusion that there should be created a Fed­
eral commission with administrative duties and with limited 
judicial powers to superdse, regulate, and control the great 
business concerns of this country engaged in interstate com­
merce. I made careful study of the act which created the 
Interstate Commerce Commission and of the various amend­
ments and supplementary acts thereto. I concluded that so far 
as applicnble with proper modifications and supplementary pro­
visions tbat the principles embodied in the interstate com­
merce act should apply to the laws which should be enacted 
with a view to regulating the industrial corporations. 

Having fixed in my mind the outlines of the bill, I began 
to work at its prepnrntion. I wrote and rewrote every section 
and line contained in the bill. Finally the bill was prepared 
and introduced, as I have already stated, on the 25th day of 
J anuary, Hl12. 

I then proceeded to prepare a speech _e.:\.'1)laining the bill and 
adYocating its adoption, which I deliYered in the House of 
Repre entative on the 20th day of February, 1912, and the 
speech is printed in the CoNGRESSIONAL RECORD of that date. 
At that time no political party in its national platform had eYer 
declared in faYor of creating such a commission. But the 
Uepublican Party was the first to declare in favor thereof. At 
its conyention, which conYened at Chkago in . June, 1912, its 
platform containeu the following declaration: 

In the enforcement and administration of Federal laws governing 
interstate commerce and enterprises in:.pressed with a public use en­
gaged therein, there is much that may be commlttt>d to a Federal trade 
commis ion, thus placing in the hands of an administrative boat·d many 
of the functicns now necessarllv exercised bv the courts. This will 
p1·omote promptness In the administration of the law and avoid delays 
and technicalities incident to court procedure. 

In Angust following the ProgressiYe Party followed the lead 
of the Republican national conyention and placed in its platform 
a declaraUon as follows: 

We therefore demand a strong national regulation of Interstate cor­
poration. • • • To that end we urge the establishment of a strong 
Federal administrative commission of high standin"', which shall main­
tain permanent supet·vi ion over industl'ial corporations engaged In intel'­
state commerce. 

The National Democratic Party has never in any of its plat­
forms declared in favor of the creation of a Federal commis­
sion to have super>ision and jurisdiction over concerns en­
gaged in interstate business. How-eYer, President Wilson, speak­
ing for his party early in this session of Congress, came before 
a joint session of ·both Houses and delivered a message in 
which he recommended the creation of such a commission. 
Pre ident Wilson has led a Democratic Congress along a line 
directly opposed to the traditiQnal idea of the Democratic 
Party as to the e.-tension and enlargement of Federal jurisdic­
tion nnd power. · • 

Xow, Mr. Speaker, I am highly gratified that this great meas­
ure upon which we are about to take a final Yote and which 
will soon be enacted into law is in many respects along the line 
which I tried to blaze out as best I could. [Applause.] 

I wish to make a comparison between the prominent features 
and principal provisions in this bill No. 15613, and upon which 
we are about to >ote, and the provisions of the bill wllich I first 
introduced on the subject in the Sixty-second Congress, H. R. 
18711. 

Here is a comparison between the essential prol"isions of 
H. R. 15613. as found in the report of the committee of confer­
ence. with the provisions of H. R. 18711, introduced by myself 
in the Sixty-second Congress, second session, on January 25, 
1912: 

'.rbe following arc the essential 
features or p1·ovisions of H. R. 
15613, as appears in the report of 
the conference committee : 

' 1. A. Federal commission is cre­
ated to supervise and l'egulate in­
dustrial ·concerns engaged in inter· 
state commerce. -

The following are some of the 
essential features or provisions of 
H. R. 18711, intt·oduced in tbe 
Sixty-second Congress by myself, 
January 25. 1912: 

1. A Federal commission is cre­
ated . to supervise and regulate in­
dustrial concerns engaged in inter­
state commerce. 

2. Merges Bureau of Corpora­
tions into the Federal commls ion. 

3. Prohibits in general tPrms un­
fair competition, but does not un­
dertake to define wb11-t is unfair 
competition or to prohibit specific 
acts or Pl'actices constituting un­
fair competition. 

4. Gives the comruis ion uutho1·­
ity and juri. diction to hol!l bcar­
in~s. make findings, and i ·sue or­
ders pt·ohibitlng industrial con­
cer!1s from engaging in a practice 
which constitute unfair competi­
tion. 

5. Gives the United States court 
authority and jurisdiction to re­
view, modlfy1 or overrule orders of 
the commissiOn. 

6. Gives the commission author­
ity to enforce its ordet·s throu"'h 
proceedlngs in the United States 
<-'Olll't. 

7. Gives commission access to 
the books of industt·ial concerns 
engaged in commerce, to make in­
vcsti~ations, to require reports, 
and, m general, to enforce the pro­
visions of the act. 

8. Makes finding of the com­
mission as to the facts, if sup­
pot·ted by testimony, conclusive. 

~- 1\Ierges nureau of Corpora­
tions into the Fedeml commission. 

3. P.-obibits in general tet·ms ull 
unfair pmctices and mrthods which 
arc unjust, unfair, or unreason­
able. but docs not nndcl'take to 
dE:fine what arc unfair practices or 
unfair method· in competition or 
to prohibit specific acts or prac­
tices wbicb are unfair in competi­
tion. 

4. Gives tbe commission author­
ity and jmisdiction to bold hear­
ings, make findingR. and make or­
ders prohibiting industrial con­
cern from engagln~ in n practice 
or from usin~ methods which are 
unjust or unfall· and which would 
c<>nstitute unfair competition. 

5. Gives the Unlte!l States court 
authority and j urisdiction to t·e­
view, modlfy, or overrule ordct· of 
the commission. 

6. Gives the commi sion anthor­
ity to enforce its orders throu"'h 
proceedings in the United States 
court. 

7. Gives commission access to 
the book • of indust t·ial concerns 
cn<?aged in commerce. to make in­
vestigations, to require r eport , 
and, in genet·RJ, to enforce the 
pro,islons of the act. 

8. 1\Iak s fl.ndln~s of the com­
mission as to the facts conclnsiYe. 

I do not wish to be misunderstood. House bill 18711, SL ty­
second Congress. contains some very important proYision not 
in House bill 15613. I do not, of course, intimate that anyone 
bas copied from my bill; but I simi)ly desire to call the atten­
Uon of the Hou e to the fact in initiating a piece of constructive 
legislation admitted by all to be upon a most important subject. 
the bill which I presented contains all the e sential features of 
the law that is to be placed upon the statute book . onlv after 
the committees of both Houses have held extensln~ hearings 
and every prol"i ion of the bill has been thoroughly discussed in 
both the Senr.te and the House. I my elf desire to compliment 
the Committee on Interstate and Foreign Commerce. In all 
the mass of matter and ideas presented, they haye pre ented a 
carefully prepared bill, free from objectionable provisions, and 
yet comprehensive. clear. and practicable. 

On the 20th of February, 1912, I stood in this Hou. e in my 
modesty .and made a speech adYocatlng the creation of n Fed­
eral commission to regulate industrial concerns engaged in 
interstate commerce. I attracted no attention, of course. Bnt 
there it is in the RECORD, showing that I was the first to advo­
cate in this House the creation of n Federal trade comml ·siou. 
[Applause.] 

In reciting the history of my efforts in favor of the creation 
of a Federal commission to regulate interstate industrial com­
merce I wish to quote a short paragraph or two from that 
speech deliYered in the Hou~ on the 20th day of February, 1912. 
I said (see CoNGRESSIONAL RECORD, Feb. 20, 1912) : 
. Let us keep the fire of comp_etition burning brightly and brilliantly in 

every indu try and in every section of our country ; but should the flame 
of competition in any industry grow dim, ot· should It, under st1·ess of 
monopolistic power, become extinct, let us not leave the people In dark­
ness and despair. 

Let us create a great interstate col·pot·ation commi sfon, clothe It 
with ample power and jlll'isdictlon, and direct it to proceed forthwith 
to bring our g-igantic Industt·ial corporations into subjection. To guide 
these great business In titutions in conducting theh· business let us 
proclaim by legislative enactment thnt their prices must be reasonable 
and just; that all must be given like pl'ivileges nnd advantages: and 
that the National Government will not tolerate practices or methods 
in business that are unfair, unjust, or unreasonable, or that at·e against 
public policy ot· dan~erous to the public welfnre. 

By so doin~ we will l.Jave promulgated a higher law for the guidance 
of our g igantic industrial corporations engaged in interstate commerce; 
we will have set in notion the governmental machinery that will be 
able to cope with these great corporations; and we will have put the 
people and the corpomtions upon a highway that will lead them to 
reconciliation and unite them in an effort to IJrlng to om· country a 
reign of industrial peace, which is essential to our industrial prosperity. 
[Applause.] 

Since the introduction of my original bill on this subject in 
the Sixty-second Congress I ha l"e contributed in every way I 
could in securing the enactment of legislation along this line. 
On the convening of the Sixty-third Congress I reinh·oduced my 
bill. It was referred to the Judiciary Committee. When this 
committee decided to hold hearings on antitrust legislation I 
had the honOl', notwithstanding the fact thn t I was a member 
of that committee myself, to make the first argument in those 
hearings in behalf of the bill v,rhich I had introdncecl. The 
printed hearings comprised about 2,000 page ' and on the first 
page of the first Yolume will be found the beginning of my re­
marks, and it so hal)pened that on the last pnge of the second 
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volume will be fonud my minority report on the Clayton anti­
trust bill. T....ater tbe bills relating to a. Federal trade commis­
sion were referred to the Committee on Interstate and Foreign 
Commerce. T·he committee did me the honor to listen for 
nearly two hours while I did the best I could to eonvey to the 
committee my ideas on proposed legjslation for the regulation 
of our great business concerns. When the Federal trade com­
mi sion bill came before the Bouse I offered a number of 
amendments and advocated their adoption. While none of my 
amendments were adopted, I take pride in the fact that some of 
the ideas which I presented were incorporated in the bill as 
amended by the Senate and as further modified by the reports 
of the committee on eonference as we have in the bill before 
the House to-day. 1n supporting one of the amendments which 
1 11rescnted I said: 

The n~ndment is drown on the idea that some place along the line 
Con:.,•Tess will prohibit in general term unfair competition and unfnir 
<lisct·imlnation. Then, of course, unfair competition or unjust discrimi­
nation would be unlawful. 

· On examination of section 5 of the bill as presented by the 
conference report you will find that the language is in line with 
my suggestion, because the first sentence of section 5 is as fol­
lows: 

That unfair methods of competition in commerce are hereby declared 
unlawful. 

But this is not all. When the bill was under consideration 
before the Bouse I offered a substitute for section 11 of the 
House bill. I wish to make a comparison between the amend­
ment which I -offered and part of section 5 of the bill now under 
consideration and which is soon to pass this House and become 
a part of the law of the land. The provisions of section 5 
unquestionably constitutes the most important part of this bill. 
Here is a comparison between section 5 of H. R. 15613 as ap­
pears in report of committee of conference and the amendment 
offered 'by myself as shown on page 9842 of th~ CoNGRESSIONAL 
RECORD of May 22, 1914 : 

Section 5 of H. R. 15613, as Substitute offered for section 11 
appears in conference report in of H. R. 15613 us shown by Co. -
J)ait is as follows : GRESSIO~AL RECORD, page 9842, 

., Whenever the commission shall 'May 22, 1914. •rhe RECORD in 
have reason to believe that any part shows as follows: 
such person, partnership., or cor- " Mr. MORGAN of Oklahoma. Mr. 
por-atlon has been or is usin"' Chairman, I offer the following 
auy unfair method of competition amendment, which I send to the 
in commerce, and 1f It shall ap- desk and ask to have read. 
pear to the commission that a " The Clerk read as follows: 
proceeding by it in respect therPof " 'Mr. MORG~ of Oklahoma 
wonld be to the interest of the offers as a substitute for section 
pubHc, it shall issue and serve 11, on page 9, th e following : 
upon such person, partnership, or "• "SEC. 11. That when in the 
corporation a complaint stating coursa.· of any investi'!'ation or 
its char~es in that respect, and through any other reliable source 
eontuinin"' a notice of a heaMng the commission shall obtain in­
upon .a day and at a place therein formation that any corporation 
fixed at least 30 days after the subject to the provisions of see­
service of said complaint. • * "' tion 9 of this act, in conductio~ 
If upon such bearing the com- its business, is u sintr any unfair 
mission shall be of the opinion eompet!tion or practice, the said 
that tbe method of competition in corporation shall be cited to ap­
questlon is probiblted by this act, pear before said commission and 
it shall make a rPport in writing a hearing shall be had thereon. 
in which it shall state its find- If the commission shall find that 
ings as to the fact, and shall Issue the said corporation is or ha 
and cause to be served on such bt>cn engaged in unfair competl­
person, pal'tnersbip. or corpora- tion or practice, it shall make 
tion an order requiring such per- an order commanding the said 
son, partners hip, or corporation to -corporation to cease engaging in 
cease and desist from using such said unfair competition .or prac-
methods of competition." tice ~ * • /' ' " 

The measure does not go so far as I think it should. The 
bill whiCh I introduced goes much further; but as time goes 
on, as we shall develop business along this line, you will find 
that from time to time Congress will give this gre.·lt com­
mission additional power, not to harass, not to destroy the 
b•1siness of this country, but to give the business of this country 
re;.,.l lib rty and freedom and to indicate to business the lines 
which it shnll follow and along which it can proceed. 

1n my judgme-nt not in half a century has tbe Congress of the 
United States enacted a law that is of equal importance to the 
one we are now enacting. [Applause.] 

The SPEAKER. The time of the gentlem1Ul from Oklahoma 
has expired. 

Mr. ADAMSON. Mr:. Speaker, 1 yield to the gentleman from 
Oregon [Mr. LAFFERTY]. 

The SPEAKER. The gentleman from Oregon [Mr. LAF::­
FERTY] is recognized. 

[1\Ir. LAFFERTY .addressed the House. See Appendix.] 

Mr. AD..UISON. Mr. Speaker, I yield to the gentleman from 
Iowa (1\Ir. TowNER]. 

The SPEAKER. The gentleman fi·om Iowa [Mr. TOWNER] 
i. recogni:r,ed. 

Mr. TOWNER. Mr. Spe:aker, I sincerely hope that this con­
ference report will be unanimously adopted. The bill as 1 t is 
now bef-ore the House is a better bill than at any prenous 
stage of it s passage through the House and Senate. The 
House bill was greatly improved, as I think, in the Senate, 
and I am quite sure that the bill as it left the Senate "·as 
greatly improved in conference. · 

I am very glad personally that some of the amendments that 
I urged on the :floor of the Bouse have been adopted aud are 
now contained in the bill Several of them of some importanee 
have been ingrafted and are now in the bill. I -shall not take 
the time now to refer to them, because that would be self­
gratulation. I am \ery glad, indeed, at this time to give credit 
to ali of those who ha\e taken part in this great act of con­
structive legislation. 

Mr. Speaker, there are two very significant fact tllnt ::~re 
made \ery . trongly evident in the present status of ·this bill 
which I think the House would do well to take to heart. The 
fii·st one of these is thut it is best for the House, best f(}r the 
country, best for the interests of any party that may lre in 
control of the administration that there shall be an tile formu­
lation of great constructive acts of this character the -full and 
complete concurrence and -aid of all of the membership of the 
House. I congratulate the chairman of this committee, who 
was throughout acti\e and with the utmost openness of mind, 
with regard to the formation of this bill. The mino1ity uot 
on1y had an opportunity to be .beard, but it was also heeded in 
tile suggestions that were made. 

1 am .-ery glad to pay my tribute to the author of this bill. 
It is a great bHI. We remember 'how that other great act of 
constructi\'e legislation along this line is known as the Shermnn 
ant~trust law. I sincerely hope that this law. when it ·shall 
ha\e been placed on the statute books, will be referred to 
throughout the yenrs to come as the Covington trade commis­
sion bm [applause] so that the JL:'lrne of its distinguished 
author will be indissolubly linked with it throughout the years 
that it shaJ1 bless, as I believe it will, the country in, its admin­
istration. 

There is another thing we o-ught to learn in this regard, nnd 
that is that these things are after all a process of growth and 
evolution, and not of distinct creation. Take this bill in its 
conception and see how gradually it has been evolved. Per. 
hnps there never has been a time when it would have been safe 
to pass this bill until now. And that is not the only thing 
that we should have in consideration. The progress of the 
development is also dependent upon the roots that go back ot 
it, -and that are found in the growth of public opinion, the 
education -and de,elopment of thought along those lines. That 

- can only come by the general enlightenment of ·a broad and 
generous discus ion. such as this bill bas had, not only here on 
the floors of th~ Congress, but also in the press, in the legal 
journals, by publici ts and jurists everywhere. All these ba,~e 
made -contributions to the present accomplishment. It was a 
wise statesman who said that no Government dared break 
utterly with its past; and if we hall seek for the roots of this 
legislation we shall not find them in the introduction of this bill, 
but in the m-.ents and discussions which preceded it. [Applause.] 

:Mr. ADAMSON . . Mr. Speaker, I ask for a \Ote on the adop­
tion of the conference report. 

The SPEAKER. The question js on agreeing to the confer­
ence report. 

Mr. B.A'rHRICK. Mr. Speaker, on that I demand the yeas 
and nays. 

The yeas and nays were refused, 13 Uembers, not a sufficient 
number, seconding the demand. 

l\Ir. GREEXEl ot Massachusetts. Mr. Speaker, I make the 
point .of ,order that there rs no quorum present. 

The SPEAKER. The question is on agreeing to the confer­
ence report. Does the gentleman from Massachusetts make the 
point of no quormn present? 

Mr. GREEl~ of Massachusetts. At the request of se>eral 
gentleman I withdraw the point. 

The question was taken, and the conference report was agreed 
to. 

On motion of Mr. ADAMsoN, a motion to reconsider the last 
vote was laid on the table. 

SIXTH INTERNATIONAL SANITARY CONFER.ENCE AT MONTEVIDEO, 
URUGUAY. 

Mr. ADAMSON. Mr. :Speaker~ I ask unanimous consent for 
the present -consideration of Senate joint resolution 166, :mthor­
izing the President to designate two officers connectM with 
the Public Health Service to represent the United Sta t es at 
the Sixth International Sanitary Conference· of American States 
to be h~ld at Montevideo, Urngluty, in December, JH1 ·~ . :mu 
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making an appropriation to pay the expenses of said representa­
ti-ves. nnd for other purposes. 

The SPEA.KER. The gentleman from Georgia asks unani­
mous consent for the present consideration of Senate joint reso­
lution 166, which the Clerk will report. 

The Clerk read as follows: 
Resolved, etc., That the President be, and be is hereby, authorized 

to appoint or designate two officers of the United Stntes connected with 
the Publlc Health Se1·vice to rep1·esent the .United States In the Sixtll 
International Sanitary Conference of American States to be held at 
the city of Montevideo, rugu:ty, in December, 1914, and to pay the 
necessary expenses ot said representatives in attending said conference, 
including thE.' expenses of assembling the necessary data and of tbe 
preparation of a report, thE.' sum of $2,000, or so much thereof as may 
be necessary, is hereby appropriated. 

The SPEAKER. Is there objection r 
l\Ir. MADDEN. Mr. Speaker, I object. 
The SPEAKER. The gentleman from Illinois objects. 

EXPLORATION FOR COAL, ETC. 

The SPEAKER. Under the rule the House automatically 
resoh·es itself into the Committee of the Whole Honse on the 
state of the Union fot the consideration of H. R. 16136, with 
the gentlemnn from New York [1\Ir. FlTZGERALD] in the chair. 

Accorrlin~ly the House resolved itself into the Committee of 
the Whole Hou e on the state of the Union for the consideration 
of the bill (H. R. 16136) to authorize exploration for. and 
disposHion of coal, phosphates, oil, gas, potassium, or sodium, 
With 1\Ir. FITZGERALD in the chair. 

The CHAIRMAN. General debnte on this bill is limited to 
four hours, one-half to be controlled by the gentlc:'man from 
Oklnhomn fl\Ir. FERRIS] and one-half by the gentleman from 
Wif'lCOnsin [Mr. LENROOT). 

1\It'. DOXO\AN. ~lr. Chairman, a parHamentnry inquiry. 
The CHAIRMAN. The gentleman will stnte it. 
l\Ir. DOXOVAN. Is this one of the bills that come under the 

l'Ule prohibiting debate on anything outside of the subject 
matter of the bill? 

The CHAIRMAN. The rule pronde that all debate shall 
be confined to the subject matter of the bill under cocsideration. 

1\fr. ADA~ISON. Will the gentleman from Wisconsin [l\Ir. 
LENROOTl occupy some of his time? 

Ur. LEXROOT. I yield 30 minutes to the gentleman from 
Illinois [1\Ir. THOMSON). 

Mr. THOUSO~ of Illinois. 1\Ir. Chairman, when the ap­
pointments of Members to the various committees of the House 
were mnde it fell to my lot to be assigned to the Commit­
tee on the Public Lands. Having always lived in a big city. 
and hnving sen-ed as a member of its council or board of alder­
men for five yf'ar::~ previous to my election to Congress. I bad 
become somewhat familiar with the problems of various kinds 
that confront the people of the cities. But when it came to the 
problems of the far West I was very much of a tenderfoot. I 
trust, however, that the study and attention I ha-ve tried to 
gi-ve these matters as they ha-ve come before our committee 
may ha-ve removed me from that class. 

I ha-ve found thnt these problems of the West. and particu­
larly those in-volvin.g thf' public land , though affecting the 
interests of the people of the Western States directly, nlso 
affect the interests of the people of the rest of the country, 
and while that effect is in some respects an indirect one. it is 
quite as vital as is the effect in which the people of Western 
States are interested. 

The fact is the problems invol-ving the great natural re­
. onrces of our Nation are not local or sectional, and can not be 
considered as such. The riches of the earth, with which these 
problems have to do, such as coal, gas, oil, and other minerals, 
as well as the rue, ns of producing water power, are the prop­
erties, not of those who happen to liYe within the geographical 
unit in which these riches lie, but of the whole people of the 
country. Therefore such legislation ns may be proposed for the 
development and use of the e minerals and kindred things 
should ha-ve in view the best interests of the Nation as a whole 
and not merely the local community. 

1\Iy attitude toward the legislntion which has been proposed 
in connection with the 11roblems im·olving our natural re­
sources can not be stated better than by quoting the paragraph 
of the Progressive platform on that subject. It reads as fol­
lows: 

CO!IlSERVATIO~. 

Tbe natural r~?sources or the Kation must be promptly developed and 
gt>nerously used to supply t . e people's needs, but we can not safely 
allow tb em to he wastE.'d, exploited, monopolized, or controlled against 
tr.e gencml good. We heartily favor the policy of conservation, and we 
r~~?t1~~~~- J~~l'~~/~h~l·g~~~tfifb~f ';1fi~~:~p~~~~~~s without hindering their 

Agricultural lands in the natwnal forests are, and should remain, 
oprn to the genuine settlet·. Conservation wm not retard legitimate 

development. The honest settler must receive his patent promptly, 
without needless restrictions 01· dPlass. 

We believe that thP. remaining forl'sts, coal and oil lands, wate1· 
powers, and other natural resourr.es ~till In State or National control, 
except agrlc•Jltural lands, are more likely to be wisely conserved and 
utilized for the general welfare if held in the public hands. 

In order that consumers and producers, manage1·s and workmen, now 
and hereafter, need not pay toll to private monopolies of power and 
raw material,- we demand that such rE.'sources shall be retained by the 
State o1· Nation and opened to immediate use under laws which wil~ 

~~_;~~t~g~ogfe~.;.1~J.ment and malte to the people a moderate return for 
In particular we pledge our party to require reasonable compensation. 

to the public for watc1-power rights hereafter g1·anted by the public. 
We pledge legislation to lease the public grazing lands unde1· equitable 

provisions now pending which will increase the production of food for 
the people and thoroughly safeguard the ri~hts of the actual home­
.,makcl·. Natu.-al resources, whose conse1·vation is necessa ry for the 
national welfare, should be owned or controlled by the Nation. 

Generally speaking, these conservation bills, which haYe been 
reported by our committee after weeks of -very earnest con­
sideration, conform to the lines laid down in the Progresesive 
platform on the subject. However, these matters are not only 
neitller sectional nor local in character, but they are also in 
no sense partisan problems, and I would do or say nothino- to 
make them su<'h. Our committee has been refreshingly free 
from any partisanship in its consideration of these bills. While 
in some matters the views entertained by different members of 
the committee have been very widely apart, and while at times 
our genial and -very able chairman, the gentleman from Okla­
homa [l\lr. FERRIS], has been obliged to use a firm hand in 
conducting· the committee's business and deliberations, par­
tisanship has ne-ver crept in or been evidenced by him in the 
slightest degree. As the Progressi ,-e Party men::.ber of the 
committee, I am -very glad to give my hearty support to thi 
legislation which the committee has reported, and I trust that 
all these bills, which came to the committee as adminish·ation 
propo itions, may be paased and enacted into law by this 
Congress. 

The first of the conser-vation bills which were reported to the 
House by our committee was the bill (H. R. 14233) providing 
for the leasing of coal lands in the Territory of Alaska. The 
actions of certain large and very powerful interests in this 
country some years ago, by which they attempted to grab and 
to fasten a perpetual monopoly on the immense coal deposits 
of that -vast Territory, necessitated the withdrawal of prac­
tically all the remaining coal-bearing public lands of Alaska. 
This brought all development of these lands, proper as well 
as improper, to a standstill. That condition of things was, of 
cour e, not the end sought. These natural re ·ources should and 
must be developed, but in a proper manner and in such way 
as to sene the be t interests of all the people. · 

As declared by the Progressive platform, I have belic>ed that 
the coal as well as the other natural resources of Alaska should 
be opened to development at once. These resources are owned 
by the people of the United States and are safe from monopoly, 
waste, or destruction only while so owned. I have believed that 
these ~oal-bearing lands of Alaska should neither be sold nol' 
given away except under the homestead laws. and that while 
the lands or their deposits remain in Gm·ernment ownership 
they should be opened to use promptJy upon liberal terms re­
quiring immediate and reasonable deYelopment. 

Thus the benefit of cheap fuel wil1 accrue to th people of 
Alaska and doubtless also to the people of our Pacific Coa t 
States. The settlement of extensive agricultural lauds in 
Alaska will be h:1stened, and the just and wise de,·elopment or 
Alaskan resources will take the place of pri-vate extortion or 
monopoly . 

This bill, pro-viding for the leasing of the coal lands of Alaska, 
may be said to be a companion bill to the Alaska railroad bill 
recently passed by Congress. It is the corollary of that bi11. 
Proper trnnsportation facilities are essentlul to the development 
of the Alaskan coal fields, and the shipment of the product of 
these mines wonld seem to be necessary for the succe ful anrl 
profitnble operation of those railroads. In providing for the con­
~truction of a railroad in Alaska by the Government we havo 
struck from that Territory the shncklcs which were surely 
IJeing fastened upon it by those who were acquiring a monopoly 
of the terminal facilities and the railroad lines. 

By the withdrawal of the unentered coal lands of Alaska in 
1D06 the fraud by which many sought to evade the laws and 
take to themselves thnt to which they had no right was stopped. 
But, as Secretary Lane said when he appf'nrcd before the com­
mittee in connection with this bill, to continue that with­
draw,al has been an act of cruelty to the people of Alaska awl 
nn act of injustice to ourselves. Tllis bill will open up tlles(' 
lands to u wise and well-regulated development through n 
lcmF-ing system. 

There is much high-grade coal in Alal'lka as well as vast bed 
of a lower grade or lignite, which is suitable for dom('st1c use. 

. 
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While the Alaska coal output up to this time has been insignifi­
cant, the annu9.l consumption in the Territory is OV"er 100,000 
tons. l\lost of this coal lms been produced outside of Alaska, 
much of it being taken up there from the Vancouver Island 
fields. This bill provides for the leasing of Alaska's coal de­
posits in areas of sufficient size to warrant the installation of 
large and modern equipment and the mining a~d marketing of 
the coal upon payment of a reasonable royalty, while at t11e 
same time small areas may be deV"eloped and mined without 
chn rge for- domestic needs. 

The leasing per.iods pro·rided for in the bill are indeterminate. 
so that lessees may be willing to expend the money necessary 
for the thorough equipment of a large mine. Provision is made 
in the bill, howeV"er. for such an adjustment of the terms and 
conditions of the leases at the end of 20-year periods as may 
meet materially changed conditions. 

The royalties pro,·ided by the bill assure the Government an 
adequate return from lessees. and the rental provisions are de· 
·igned to insure reasonably continuous operation of the mines. 

Preference in the sun·eying and leasing of the various known 
fields is giV"en to the Bering River and l\latanuska fields. be­
cause they contain deposits of anthracite and high-grade bitu­
minous coals, some of which are supposed to be adapted to Go¥­
ernment uses, and because those fields lie within comparati>ely 
ensy distance of rail and water transportation. In the othet· 
fields, containing chiefly lower grade bituminous or lignite coals, 
it has been deemed advisable to first make the sun·eys near 
established settlements or existing or proposed transportation 
lines. 

The next bill to be considered, which has be~n reported to 
the House by the Committee on Public Lands, is the bill H. R. 
16136. 1t has to do with continental United States. It con­
cerns the deV"elopment of our public lands containing coal, phos· 
phate, oil. gas, potassium, or sodium. and, except as to coal, it 
also applies to Alaska. This bill, like the Alaska. coal bill, is 
based on a system of leases and, in general, follows the terms 
of the Alaska coal-leasing bill just referred to. I trust Con­
gress is going to appro>e the development of these lands 
through leases. It certainly should not be our policy to limit 
operations in coal, oil, gas, and the other things named to 
those who have money enough to make the huge investments 
that are necessary if the fields of operation must be owned in 
fee. 

This system of leasing the public lands to those who wish :o 
develop the natural resources is bitterly opposed by some of the 
llepresentntives of those States in which the public lands are 
located. The general reasons for their opposition are voiced 
in the minority views filed by Mr. TAYLOR of Colorado in con­
nection with this bill. 

In my judgment, these gentlemen are basing their objections 
on a fnlse premise. They are assuming that the public la.nds 
and all the riches those lands contain, located within the 
geographical limits of ~eir States, are the ~roperty of the peo­
ple of those States. I-1 his minority report on this bill :Ur. 
TAYLOR refers to these lands &nd their resources as "the re­
sources of the West," "the rights of the Western Stntes," "our 
lands "-meaning the lands of the people of• the so-culled public­
land States-" our resources," "the natural resources of our 
State," and so on. 

T:1ese things can not properly be designated in any such 
manner. They are not the resources of the West, but, on the 
contrary, they are the r.esources of the people of the United 
States; they are not th rights of the West. they are the rights 
of thu Nation; they are our lands and our resources. meaning 
the lands and the resources of the people of every Stute in the 
Union. no mutter in which one of them the lands and the re­
sources may lie. 

These gentlemen proclrdm that the first States admitted into 
the Union were given public lands and that the refusal of Con­
gress to follow that practice is unwarranted discrimination 
against the West; that the East has uo right to >oice a protest. 
because the disposition of public lnn1s is a local issue. They 
say that the former "Great An:erican Desert" belongs to the 
States carYed out of it, because they have developed parts of 
it. nnd tllr.t it should be turned oYer to the so-called public-land 
States to be sold for their benefit. 

Those who maintain this doctrine are in the minority, and I 
belie>e they do not include the rank and file of the western 
people, nor is it by any means true, on the other hand, that 
they are all from the public-land States. 

In proof of the fact that those of our friends from the West 
who, like the gentleman from Colorado, contend for State 
ownership and cry out against Federal control do not refie~t 
the sentiments of some o~ their own pe~ple, .I wish to call your 
attention t_o a p~·ot~st made over. a year. ago by some of the 

I 
\ 
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people of the West, of Colorado itself, in fact, against this 
misrepresentation of the Federal conservation policy. It is, 
in part, in the following words: 
A. PROTEST AGAI!'<ST liiiSREPRESE~TATION OF THE CONSERVATION POLICY 

OF THE FEDERAL GOVER:NMEST. 

DENIER, COLO., February 1_4, 1913. 

The intemperate statements concerning the Federal policy of con­
servation which are being published in Denver· should not be taken as 
representing the true sentiment of our people. However vehement 
the demand for State ownership of all our public lands may be, we are 
not going to take the advice given by one of the speakers at a t•ecent 
luncheou, and "throw the Federal officials out of Colorado." Neither 
-will we tolerate, without protest, the spirit that induced the govemor 
to send a telegram to New York, in which be said that if President 
Wilson should reappoint Mr. l"isbet• as Secretary of tbe Interior it. 
"would be a slap in the face of every Colorado citizen." The governor 
should not forget, in his eagerness to advance the unreasonable land 
policy which he advocates, that be was elected by a mino1·ity vote. 
There a1·e many of his own political faith in the State who do not agree 
with him upon the great question of conset·vation. Besides. be is 
entir·ely out of harmony with the national leaders of the Democratic 
Party. 

The charge, so often made, that our national conservation policy is 
retardi~ the development of our State is without any foundation in 
fact. Upon the contrary. the harm is being done by those who so heed­
lessly and continuously misrepresent the efforts of the Federal Govern­
ment to protect the natural re ources of our country fot· the present 
and future use of all our people. The argument, so frequently ad­
vanced. that, because of our forest reserves, prospective settlers are 
compelled to leave Colorado to secure farming lands elsewhere is 
childish in its weakness. 

• • • • • • • 
It bas been shown over and ovet· again that no legitimate settler is 

ever deprived of taking agricultural lands upon the forest reserves; 
but those who have started out to make the national policy of conser­
vation appear bad, because they want it to be bad, refuse to be com­
forted. 

• • • • • • • 
The talk about retarding the development of our coal lands is on n 

par with the rest of the argument put forth in favor of State ownership 
of all public landS. If the Government held a few thousand acres of 
anthracite coal lands in the State of Pennsylvania, it might now be 
able to lease some of it and break the worst coal monopoly that ever 
existed in this or any other country. Enough coal bas ah·eady ~one 
into the hands of private ownership in Colorado to supply the demands 
of our people for 50 years to come, without drawing upon any other 
source of supply. Only a small acreage of this is being operated at 
the present time. But if anyone wants more coal land, be can still 
lease of the Government or buy it at the Government price. 

But of all the special interests that at·e most active in this effort to 
break down the powers of the Federal Government in matters of con­
servation, the hydroelectric power companies come first. Here is the 
vreatest prize of all, for in its future development lie the power and 
the beat that will ultimately turn all the wheels of industry and 
supply the comforts of om· homes. Once in the bands of monopoly, 
what unearned increment might not be forced from the people? 

It has been said by those who oppose Government .restrictions in 
the use of water-power sites that such a monopoly would be impossible. 
Let us call your attention to the fact that such a monopoly already 
exists upon the Pacific roast, and that another is being rapidly formed 
in Colorado, which is absorbing all the developed power sites in the 
State. These companies care 'nothing for the average chan:;e of 46 
cents per horsepower per annum for the first 10 years they occupy 
these power sites, or for the $1 per annum that is charg-ed for each 
yea1· tbet·eafter. That Is not what worries them. It is the fact that 
the Government franchises undet· which they must operate reserve the 
ri~bt to regulate the rates wbeneve1· they become excessive or burden­
some to those who must depend unon them for power or beat or light. 
They do not fear the State and that is why they are all so earnestly 
supportln~ the right of State o"-nersbip. . 

Col. Bryan has well expressed the reason for this conflict between 
the State and the Nat!on In a recent speech at Kan as City upon 
forest reserves and water-power sites: 

"My observation is that you very seldom have a conflict between the 
State and the · Nation unless some private interest is attempting- to 
iJ?nore the rights of both State and Nation. Back of this controversv 
which we hear su.e:gested between the State and Nation, you will find 
the interest of the predatory corporation. that Is as much an enemy 
to the people of the State as to the pe0ple of the Nation." 

No one knows better than these hydroelectric power companies the 
weakn<.'SS of State government when compared with Federal control. 
In their ability to decei-re the people as to their real purpose in this 
contest lies their hope of success. 

President Wilson, in the February number of World's Work, sounds 
this note of warning: 

"What is our fear ahout conservation? The bands that are bein~ 
stretched out to monopolize our forests. to prevent the use of om· gre:1t 
power-producing streams; the bands that at·e bein<! stretched into the 
bowels of tlle earth to takP possession of the gre11t riches that lie 
bidden in Alaska and elsewhere In the incomparable domain of the 
nnited States. are the hands of monopoly. Are these men to continue 
to stand at the Plbow of Government and tell us how we are to save 
ourselves-from themselves? Yon can ~:.ot settle the question of con­
servation while monopoly is close to the ea1·s of those w11 o govern. 
And the C]nestion of conservation is a grent deal bi!!"ger than the CJIH'S· 
tion of saving our forests and our mineral t·esources and our waters: 
it is as bi_g as the life and happiness and strength and elasticity a.nd 
hope of our people." 

John Grass; Frank C. Goudy; E . . P. Costigan: Joseph B. 
Painter: American National Live Stock As ·ocintlon, by 
T. W. Tomlinson, secretary ; Colorado Live Stocl;: Asso­
ciation, by .John Gr::tttan. secretnr:v; W. A. Hover; 
Tbe Colorado State Forestry Association. by W. G. ~I. 
Stone, president: A. Linf'oln Fellows: .T. S. Temnle; 
Jesse F McDonald: Allison Stocker; ll. H. Edrly; 
A. E. de Rlrqles; F. M. Taylo1·: Deltn ('ount:v Live 
Stock Association. by J. B. Killian. p1•esident: ·Cattle 
and Horse Protective Assoctntion, district No. n. bv 
John E. Painter, president; Ge01·ge J. Kindel, Membe'r 
elect of Congress. 
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Those who oppose Federal contror of the public lands may be 
divided into three groups. In the first group are those who are 
seeking the land for its timber, minerals, water power, or other 
resources. It is not their desire to help the States; they seek 
to benefit themselves. It is their plan to first loosen Federal 
coutrol, thus making it easier to get the land from the more 
amenable State governments. On the pay roll of this group 
are those who are employed to stir up sympathy for the " State 
rights" cause. They have been referred to by others as the 
"cheer leaders," who from headquarters established in Wash­
ington and other points of vantage keep the public informed, 
through the channels of publicity which they can control, that 
the public-land policy established or proposed to be established 
by the Federal Government is " unwise, unjust, and detrimental 
and must operate to retard the best interests of the people of 
the country and prevent the proper development of our natural 
resources within the borders of the States of the great arid 
West which have been struggling under the blighting influence 
and effect of the shortsighted and ruinous public-land policies 
of the Government." 

In the second group may be placed those who have been de­
nied free ·grazing and other privileges formerly permitted with­
out restriction on the public lands or those who have had their 
land entries canceled because of only a colorable compliance 
with the law. 'l'hese people have a "grouch" against the Gov­
ernment because it has required them to live up to the law, and 
they refuse to adjust themselves to new conditions and proper 
regulations laid down for the Jisposition of these resources. 
The settlement and civilization of that once wide-open country, 
followed by the enforcement of law, have imposed onerous re­
strictions upon these old-timers, and, like the Indian who hopes 
to again see buffalo graze where crops now grow, they long for 
a retmTI of the good old days when the bOundless West was a 
no-man's land. 

The third group is composed of a few people who, like our 
friend from Colorado [Mr. TAYLOR], honestly believe that the 
"State rights" cause is just. They do not approve of national 
forests or any other permanent reservations made for future as 
well as for present needs, maintaining that the land and other 
natural resourc~s of the Nation should be disposed of for the 
benefit of the present generation. I presume those who are in 
this cla.ss believe those who are to come after us should look 
after themselves. " Why should we worry about them? " they 
ask. Quoting one of onr early statesmen, they inquire, " What 
has posterity. ever done for us?" 

It is these adYocates of State control, some in one of these 
cla ses and some in another, that do not lik...! these leasing bills. 

The corner stone of the argument of these gentlemen is to be 
found in the following paragraph in the minority report filed 
by the gentleman from Colorado [Mr. TAYLOR]. 

Says 1\Ir. TAi"LOR: 
In my judgment tha bill H. R. 161:~6 is in violation of the morai. 

legal, and con titutlonal rights of the Western States; in contravention 
of the enabling act by which they were admJtted into the Union. and 
to that extent are unconstitutional. I look upon 'thls bill as absolutely 
ta!Hng from the people of the arid West some of the most sacred 
propertv and political rights they have, not only reversing the tradi­
tions of tl!i s Government for over n hunrlred years, but violating the 
very constitutional guaranties upon which those States were admitted 
into this Union. 

Coming from a lawyer, and one who has lived most of his 
life in the public-land States, and who has rendered a service 
extending through some years in the legislature of his adopted 
State and who has been one of the Representatives of that 
State in this House for several terms, such an argument is 
nothing less than amazing. It is utterly annihilated by the 
mere reading of the enabling act by which his own State of 
Colorado was admitted into the Union. If the gentleman knew 
as much about the contents of that enabling act as one would 
be led to believe he did from an e.Yamination of the minority 
views he has expressed on this bill, he never would have 
written the paragraph I have quoted, for he would know that 
the enabling act in question provides in section 4 that the 
members of the constitutional convention to be elected by the 
people of Colorado-
shall declare on behalf ot the people of said Territory, that they adopt 
the Con titution of tbe United States; whereupon, the said convention 
shall be, and it is hereby, authorized to form a constitution and State 
government for said Territory: Pt"Ot;ided, * • • That said con­
vention shall provide, by an ordinance, irrevocable without the consent 
of the United States and the people of said State: • • • 

Secondly. That the people Inhabiting said Territory do agree and 
declare that they forever disclaim all ri~ht and title to the unap­
propriated public lands lying within said Territory, and that the same 
shall be and remain at the sole and entire disposition of the United 
States. • • • 

This .enabling act was passed by Congres~ and approved 
Murch 3, 1875, and is to be found in volume 18, United States ' 
StaLites at Large (part 3), page 474. 

The constitutional convention of the State of Co1oraco met 
at the city of Denver on the 19th day of December, 1875, and I 
would suggest to the gentleman from Colorado that if he will 
examine the proceedings of that convention for the afternoon 
session of February 3, 1876, reported on rage 233 Jf the official 
report of those proceedings, he will find the following: 

On motion of Mr. Kennedy, the ordinance as amended was adopted 
by•the convention In the words following : 

QnDINANCE. 

" In conformity with the requirements of an act of the Congres o! 
the United States entitled 'An act to enable the people of Colorado to 
form a constitution and State government, and for the admisslon of 
said S~te into the Union on an equal footing with the original •tates.' 
approved March 3, A. D. 1875, on behalf and by the authority of the 
people of the Territory of Colorado, tbis con""ention, a emblell in 
pursuance of said enabling act at the city of Denver. the capi t al of 
said Territory, on the 19th day ot December, .A. D. 1875, does ordain 
and declare : ~ • • 

" Second. That the people inhabiting the Territory of Colorado, by 
their representatives in said convention assembled, do agree and declare 
that they forever disclaim all rigbt and title to the unappropriated 
public lands lying within said Territory, and that the same sh all be 
a.nd remain at the sole and ent11·e eli posal of the United State . • • * 

"Third. That this ordinance shall be irrevocable without the con­
sent of the United States and tbe people of tbe State of Colorado." 

A duly certified copy of that ordinance and of tlle constitution 
adopted by the convention was forwarded to the President of 
the United States, whereupon the latter official tssuet.. a procla­
mation in which he recited the act of Congress referred to and 
the action of the convention in adopting the constitut:on and 
ordinance called for by that net and declared and proclaimed-

The fact tbat the fundamental conditions imposed by Congres on 
the State of Colorado to entitle that State to admission into the Union 
have been ratified and accepted, and that the admission of the said 
State into tbe Union is now complete. 

Therefore if Congress elects to lease the public-land re ources 
located in the State of Colorado, under proper terms, it cer· 
tainly is wholly within its legal and constitutional rights and is 
not violating any right of that State or of its people, the gentle­
man from Colorado [Mr. TAYLOR] to the contrary notwith­
standing. In so doing Congress will be exercising no right 
which is "in violation of the moral, legal, and constitutional 
rights" of his Sta te as Mr. TAYLOR contends in his minority 
report filed on this bill, but a right that Congress expre sly 
retained as a condition precedent to the admission of Colorado, 
and to which the people of that State have expressly and 
specifically agreed. 

What I have said about the enabling act and the proceedings 
of the constitutional convention of the State of Colorado is 
likewise true as to every public-land State in the Union with two 
exceptions, and in the cases of tho e two States the acts of Con­
gress admitting them into the Union expressly grant certain 
lands to the States and then provide that they shall not be 
entitled to any land within their borders other than that ex­
pressly granted to them in tho e acts. 

These clauses in the enabling acts of the new States, to 
which I have referred, have been declared valid by the United 
States Supreme Court in a number of cases. In Coyle v. Okla· 
homa (221 U. S., 559) the court holds that Congres may em­
brace in an enabling act conditions relating to matters wholly 
within its sphere of powers such as regulations of inter tate 
commerce, intercourse with Indian tribes, and disposition of 
public lands, but not conditions relating wholly to matters 
under State control, such as the location and change of the seat 
of government of the Stn te. 

Of course Congress only possesses such rights as have been 
expressly granted to it by the people through the Constitution. 
In making such disposition of the public lands as it sees fit 
Congress is within its rights as thus laid down in the Constitu­
tion, section 3 of Article IV of which says: 

The Congress shall bave power to dispose of and make all needful 
rules and regulations respecting the territory or: other property be­
longing to the United States. 

The remaining sentence of that clause or section, which 
reads--

And nothlng in this Constitution shall be so construed as to prejudice 
any claims of the United States or of any particular State-
does not alter the situation, us claimed by the gentlema.n from 
Colorado, for the States have no claims which are or can be 
prejudiced by such a construction of the Constitution as in­
volves the leasing of the public lands. 

On page 6 of his minority views Mr. TAYLOR rnah"'"es the fol­
lowing statement : 

No matter bow loudly and vigorously and repeatt>dly it may be pro· 
cla.imed that these lands" belong to all the people,, tbe fact remains that 
when those States were admitted to the Union tbe United States Govern­
ment entered into a solemn compact with each of them that the lands 
within their borders should be expeditiously and tn an orderly manner 
disposed of to the settlers and be allowed to go Into private ownership 
to help maintain the State governmeqt, and Congress bas no moral,. 
legnl, or eonstttution11l right to repudiate €tl' violate that agreement. 

( 
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The' only "solemn compact" made with these States by the 

United States Government "when those States were admitted 
to the Union " ·was the enabling acts passed by Congress at the 
time of the admission of each of them. Not only is there no 
snell agreement, as J'Ur. TAYLOR claims, contained in any of 
tho e acts, but, on the contrary, the "solemn compacts" thu 
entered into by the United States Government and the new 
States provi<les expressly, as I have pointed out, that the peo· 

· ple of the States shall have no right or title to these lands, 
but that they shall be and remain at the sole and entire dispo­
sition of the United States Go-.;-ernment. 
· But probably the gentleman from Colorado bases his state­

ment whieh I have quoted on the fact that there was a "solemn 
compact" that when new States were admitted into the Union 
they were to come in having equal rights with the original 
States, and his contention is that the new States do not haYe 
such equal rights unless all the public lands within their 
bordet·s are allowed to pass into priYate ownership. 

Let us see about that. During the period of the Revolution­
ary War the most important internal problem was the disposi­
tion of tlie unappropri ated lands claimed by some of the States 
in the Federation. · The question then was what to do with 
tbese lands in the event of the successful termination of the 
war. It was feared that this problem would lead to fatal dif­
ferences and jealousies. The States not containing any con­
·iuerable quantity of unappropriated lands contended thnt as 
the war was waged with united 'me.1ns, with equal sacrifice, 
and at common expense, these illnds ought to be considered as 
comlllon property and should not be exclusively appropriated 
for the benefit of the respecth·e States in which they were 
located. The landed States, however, argued that each State 
was entitled to the whole of their territory, whether public 
hmd or privately owned. To check the progress of discontent 
and to u ,·oid the serious consequences to which the question 
lllight lead, Congress recommended that the States lllake ces­
siom; of the unappropriated lands to the Federal Government, · 
anll <'n October 10, 1780, Congress passed a resolution provid­
ing "that the unappropriated lands that may be ceded or re­
linquished to the United States by any particular State pursuant 
to the recommendation of Congress of the Gth of September last 
snail be disposed of for the common benefit of the United 
Stntes," and further on the same resolution provides "that the 
said lands shall be granted and settled at such times and under 
~uch regulations as shall hereafter be agreed on by the United 
Stntes in Congress assembleJ." . 

In conformity with the recommendation of Congress, the se\­
ern l original States containing unappropr·iated lands made ces­
sions of them to the United States. The object of these 
~ssions, as decla.red in the articles of cession. was that the 
·~ eded lands should be held for the common benefit, "and shall 

!'be faithfully held or disposed of for that purpose, and for nu 
, other purpose or u e whate,·er." 

Thus by -a common agreement the original thirteen States 
established the first public domain by grants of lands from the 
States to the Federal Government. These grants aggregated 

J 2GD,171,787 acres. The estnblishment of this public domain was 
the tie that bound the original States together into the Union. 

Thjs first public domain lay north and west of the Ohio 
RiYer-the Northwest Territory-and south of the Ohio and 
east of the l\lis issippi-the Southwest Territory. In the States 
formed out of these ceded lands the pubUc domain is now so 
small as to be almo t uegligible. 

It is difficult to find any Yalid claim for any of our States 
of the West to the public lands within their boundaries when we 
remember that, excepting the State of Texas, all the land west 
of the :llis issippl River was bought and paid for by the Federal 
GoYernment before most of the Western States were occupied 
by white men. 'l'hese land:- cost the Government a total of 
nearly three-fourths of a billion dollars. Not a dollar of this 
money was pnid by any one of the States. It came out of the 
Treasury of the United States, money obtained from taxation 
of all the peopl_e. 

Thus the Federal Government acquired its vast territory, 
since mnde into the States not included in the original thirteen, 
by cession of a small part and direct purchase of the largest 
part. No one ever hears any of these " State rights" adYO· 
cnte , in their clamor to have the Goyernment turn these l:md<:; 
over to the States, suggest that a proportionate share of the 
cost or the present •alue of these lands be paid by those States. 

l\Ir. JOHNSON of Washington. Will the gentleman yield? 
l\Ir. THO:\.ISON of Illinoi •. I yield to the gentleman for a 

question. 
Mr . .JOHNSO:N of Washington. Does not my friend admit 

t.h:n all of th~ country known as the Oregon Territory came 
into the Union through discovery by Americans, and then 

through occupation and defense by the American people li\ing 
in that country and n·)t through any co:'lt to the United. States? 

l\Ir. THO.:\ISON of Illinois. No; I will not admit that. That 
is not my understanding of it at alL 

l\Ir. JOHNSON of Washington. Does I!Ot the gentleman ad· 
mft that the discm·ery by Capt. Robert Grny and his putting 
into the Columbia River and into Grays H arbor laid the foundn-
tion which made that United States territory? . 

Mr. THOMSON of Illinois. My recollection of it is that all 
that territory came in through purchase. 

l\lr. JOHNSON of Washington. It wns claimed by Great 
Britain for a great many years. and at one time "fifty-four 
forty or fight" was a campaign cry. 

l\fr. 'THO~JSON of. Illinois. Our recollections may differ on 
this question. I do not want to take the time to discuss it 
furtller. 

It is interesting to note the attitude of the Government toward 
its public domain as new States were settled and admitted into 
the Union. History does not bear out the as~·ertion that it was 
the policy of Congress in the early dayq to give all the public 
lands to the States. Vermont, originally a part of New York, 
was tbe first State admitted into the Union (l!"eb. 18, 1791), 
and Kentucky, the second State, had been a part of Virginia. 
Neither Vermont nor Kentucky had any public lands within 
their boundaries. 

There were less than 45.000 acres of public land in Tennessee, 
the third State, when it was admitted on June 1, 1796. This 
small area was too scattered to be administered by the Federal 
GoYernment and for that t·eason the Government gave it to 
the State. As a comparison it may be stated that the two 
States recently admitted each recei-ved grants of more than 
12.000.000 acres. 

Texas was a Republic-not a Territory-with a form of 
goyernment for 10 years prior to annexation in 1845. The 
area it covered was never a part of the public domain of the 
United States. It embraced no lands ceded by any of the 13 
original States nor was it a part of the area bought and paid 
for by the United States or acquired through conquest. When 
Texas came into the Union the State already owned all the 
land the Republic had wre ted from Mexico. 

The fourth State admitted was Ohio. This was the first 
State formed out of the "Northwest Territory." The act of 
admission reserved to the Federal Government all the public 
lands within the State. And eYery State admitted since Ohio 
has had similar language written into its enabling act. More­
over, the constitutions of all these States admit, in no uncer­
tain language, the Jfederal Government's title to the public 
lands. 

Therefore in inserting the clause to which I have called at­
tention in the various enabling acts of the new States Congress 
has simply claimed a right to deal with and dispose of the 
public lands similar to that right wh:ch the original 13 States 
granted to their Continental Congress as to their lands of like 
character, and in now making such dispo ition of the public 
lands as it pleases, whether it be by conyeying in fee or by 
leasir _; , and thus conveying only a qualified title, Congress 
is not taking from the State in which the lands are located 
any right eYet possessed by any other State nor is it failing 
to accord that State equal rights with the original States and 
all the other States of the Union. 

That these enabling acts did not contemplate that all these 
public lands should go into private ownership is further incli­
cated by another clause, providing that 5 per cent of the pro­
ceeds of the sales of agricultural public lands, which shall be 
sold by the United States subsequent to the admission of these 
States into the Union, shall be paid to the States for the pur­
pose of making internal improvements, and then the enabling 
acts go on to say : 

P1·odded, That this section shall not apply to any lands disposed of 
under the homestead l&.ws of the United States or to any lands now or 
hereafter reserved for public or other uses. 

The issue of State or pri\ate ownership •ersus Federal owner­
ship and control of these public lands and natural resources is 
not a new one, as I have endeavored to show. Not only was it 
practically coexist~:>nt with the establishment of our Govern­
ment, but since then, as our country has developed westward, 
periodically thi old slogan of " Sta te rights" has been resur­
rected by those who desire State cont1·oi. 

This question became a national issue in the thirtie , after 
Illinois, Ohio. and other States formed out of the public lands 
had been admitted into the Union. The question was the most 
important one before Congress for se\eral years. Those new 
States clamored for the ri~ht to own and dispose of the un­
apJwopriated. lands within their boundaries. 

The Federal control of 1mblic lands was ably defended by 
such farseeing statesmen as Webster and Clay. During the 
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· progres of Webster's celebrated reply to Hayne on the public­
land question, he said in part: 
~he public lands are a fnnd for the use of all the people of the 

United States; and while I wish that this fund should be administered 
in a spirit of the utmost kindness to the actual settlers and the people 
of the new States, I shall consent to no traffic of it, no wa:o:;te of It, no 
cession of it. no diversion of It in any manner from that gene1·a1 pubUc 
use for whlch it was granted. 

About this time a bill turning over the public lands to the 
States was introduced in Congress. It was referred to the Com­
mittee on Manufactures, of which Clay was then the chairman, 
notwithstanding the fact that be remon.strated against the refer­
ence and insisted that the bill properly belonged to the Commit­
tee on Public Lands. He was then a candidate for President, 
and the frier..ds of the measure believed that be would not dare 
injure his prospects as a presidential candidate in the new 
western States by reporting adversely on the measure. 

In a private letter, dated March 28, 1832, to Ron. F. T. 
Brooks, Clay expressed his personal opinion of the issue in 
unmistakable language. He said: 

You will have seen the disvosition made on Thnrsday last of my 
resolution respecting the tarill'. On that occasion some developmt>nts 
wert> made of a scbeme which I have long since suspected. that certain 
portions of the South were disposed to purchase support to the an1:1-
tarilf doctrines by a total sacrifice of the public lands to the States 
within whjcb they are situated. It will fail in its object; but it ought 
to be denounced • • •. 

But they who had forced on him the duty of maldng this 
report were astounded when it was given to the Senate. His 
repon; on that occaS1on (April 18, 1832) is considered a master­
piece af statesmanship. Clay not only objected to the cession 
without cost to the States, but he also .objeeted to sales of the 
public lands to th~ States for a nominal consideration. His 
report. applicable in many ways to the conditions of to-day, is 
in part as follows: 

In whatever light, therefore, this great subject is viewed, the trans­
fer of the publl~ lands from the whole people of the United Statt>s for 
whose benefit they are now held, to the people Inhabiting the new States 
must be regarded as the mo t momentous measure ever prest>ntt>d to 
the consideration of Congress. I1 such a measure could find any 
justification, it must arise out of some radical and incurable defect in 
the construction of the General Government properly to administer the 
public domain. But the existence of any such defect is contradicted 
by the most successful experience. No branch of the public service 
has evinced more system, uniformity, and wi. dom or given more gen­
eral satisfaction than that of the administration of the public lands. 

I.f the l!ropos('d cession to the new States were to be made at a fair 
price, such as the General Government could obtain from individual 
pur·ch.asers undet• the pr·esent system, there would be no motive for it 
unle s the new States are more competent to dispose of the public lands 
than the Common Gov~rnment. They are now sold under one uniform 
plan, regulated and controlled by a Ringle leglshrtlve antlrodty, and tile 
pmctical operation is perfectly under·stood. I.f they were transferred 
to the new States. the subsequent disposition would be according to 
laws emanating ti"Om various legislative sources. Competition would 
probably arise between the new States in the terms which they would 
otl'er to purchasers. Each State would be desirous of inviting the 
greatest number of immigrants, not only for the laudable purpose of 
populating rapidly its own territories, but with a view to the acquisi­
tion of ftmds to enable It to fulfill its engagements to the General 
Government. Collisions between the States would pt·obably at·ise, and 
their injurious consequences may be Imagined. A sph·it of hazardous 
speculation would be engt>ndt>red. Various schemes of the new States 
would be put afloat to Rell or divide the public lands. Companies and 
combinations would be formed in this country, if not in fot·eign coun­
tries. presenting gigantic and tempting but delusive p-rojects, and the 
Wstory of legislation in some of the States of the Union admoni hes 
us that a too ready t>ar is sometimes given by a majority in a legisla-
tive ass.embly to such projects. • 

The arguments of Clay against the passage of the bill were 
so strong and so convincing that the advocates of the measure 
refrained from asking a vote on it. Its defeat did not com­
pletely stop agitation, however. Losing the fight for the wbo!e 
pie. they still worked for a division of it. So, to appease their· 
land hunger and quiet the clamor, Congress passed an act in 
1841 granting each State 500,000 a.cres for the construction 
of internal improvements. 

But for fear my " State rights" friends may think that these 
authorities I have been citing are not up to date. I shall quote 
from a more recent speech deUvered at Denver, the capital 
city of the State from which my friend 1\fr. TAYLOR comes. This 
address was deli\ered on October 7, 1912, and the speaker- satd 
in part: 

Now, what is very much in my heart, as I face a great assemblage 
like this, is the que tion, Is there any political process which can set 
this great people free from the thralldom of monopoly? [Applause. J 
For If we can not cRcape monopoly, we can not set up a free govern· 
ment in the United States. 

Mr. TAYLOR of Colorado. What is the gentleman reading 
from? 

l\Ir. THOMSON of illinois. I will tell the gentleman in just a 
minute. 

Mr. TAYLOR of Colorado. I did not recognize anything, of 
the kind. and I wanted to know whnt it w.as. 

Mr. THOMSON of Illinois. I will tell the gentleman 1n just 
a monent. being sure that the gentleman will be even more 

interested in it when he finds out 'w.bat I am reading from. The 
adure s continues: 

I want to ask gentlemen of this great western country, who are inter­
ested In its deve!opment, to ask themselves what has stood in the way 
of that development? You know that one of t11e critical questions in 
whicb you are Interested Is the question of conservation. You know 
that you are fretful and dissatisfied because gt·eat forest areas ~re'lt 
water courses, _ great mineral resources are held back from use 'by the 
Government of the United States. and thai yom local development 
seems to be checked by the stili policy of restriction observed by the 
Government at Washington. 

But why does tbe Governm~nt at Washington preserve this policy, so 
stiff and t•lgfd and unchangeable? Because there are special Jnte1·ests 
which are stretching out their hands to monopolize these great resources 
which the people of thls region ought to enjoy and to use--

And here the reporter has recorded tlle fact thu t there was 
extended applause--
and thE! Government of the l'Jnited States dares not relax Its grasp 
for fear the e special powers that have been built up by the special 
le~slation at Washln:rton should become the master of :vour develop-
ment and of the Nati<Ul's development Itself. · 

Those are the words of President Wilson, who has no more 
loyal supporter, I am sure. than the gentleman from Colorado. 

But to return to Mr. TAYLOR's minority report. On page 11 
of the .report the gentleman from CoJorado states that no 
national po-litical party has as yet advocated the principles 
laid down in these leasing bills. which are designed to keep 
the natural resources of our country out of private ownership. 
He quotes certain language from the national platforms of 
the ll.epublic:m and Demoe1·atic Parties, ·which, in neither case, 
touche~ upon tbis question definitely. Then he goes on to say: 

Th<! National Progressive Party during the last campnlgn adopted a 
plank ln its platfor·m advocating the retention and control of these 
rcsomces. by tbe Federal Governm~t. T.hey did not advocate Ol' say 
anything about the " lensing" of tbt>m for Fed:~ral revenue or otherwise,' 
but merely dPclared for the "retention " of them .by the Government to 
prevent monopoly and encourage legitimate development. 

My friend Mr. TAYLOR could not ha\e read the Progressive 
platform with much care. I do not see how he could have read 
through even the paragraph to which he is referring, for if he 
bad be woul-d certainly have found that the Progreo~'>ive Pnrty 
advocated something beyond this "retention" of the public 
lands, and that following that sentence the platform goes on 
to say that these lands should be--
ope.ned to immediate ase under laws which will encourage development 
and make to the people a moderate return for bent>fits conferred. 

How, p.ray, could these lands be retained by the Government 
and at the same time opened to immediate use under laws which 
will encourage development unless tho e laws .provided for the 
leasing of the lands where the title remnined in the Govern­
ment and the development was provided for in the terms of the 
lease? 

1\fr. TAYLOR of Colorado. Will the gentleman permit an­
other interruption? 

1\Ir. TRO:\ISON of Illinois. Yes. 
Mr. TAYLOR of Colorado. Has any Republican or Demo­

cratic platform in the history of this Government ever up to 
this hour advocated the leasing system of the public domain? 

l\lr. THOMSO~ of Illinois. That is not what the gentleman's 
statement was. The gentleman's statement was that no party: 
had done so. 

1\.Ir. T.A.YLOR of Colorado. Will the gentleman answer my; 
question? 

.Mr. THOMSON of illinois. Not that I know of. 
Mr. TAYLOR of Colorado. Even the Progressiye Party did 

not advocate the leasing of the public dom::tin. 
Mr. THO:\fSON of Illinois. On the contmry. they have done 

that very thing. Just let me proceed a few lines further. Cer­
tainly such a party policy does not contemplate the turnino> of 
all these lands and resources ove.r into private hands, but 11! 
the gentleman from Colorado could have endured the dry read­
ing afforded by the Progressive platform long enough to get 
to the next paragraph beyond the one to which he has referred, 
he would have found the following: 

We pledge legislation to lease the public grazing lands under equitable 
provisions now pending, whlcb wfl1 Increase the production of food for 
the people and thoroughly safeguard the rights of the actual home-­
maker. Na tnrai resources, whose conservation Is necessary for the 
national welfare, should be owned or controlled by the Nation. 

My friend Mr. TAYLOB tells us in his minority report that 
he is opposed to having the resources of the West-he should 
have described them as the resources of the Nation-withheld 
from private ownership. He says he does not like absentee 
.landl o rd.i-sm. 

Mr. GOOD. Will the gentleman yield? 
Mr. THOMSON of illinois. I will. 
.Mr. GOOD. Just what position does the mjnority take on 

this matter? What would they substitute for the position of 
the majority? I am unable to tell :from the reading of the 
minority report. 
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1\lr. THO:;\ISON of Illinois. Far be it from me to elucidate 

the report or explain the po ltion of the mhority. I occupy 
somewhat the position of my friend from Iown. I prefer to 
le~ne th;lt to be explained by the minority themselves. . 

Mr. GOOD. The gentleman being on the comniittee. I thooO'ht 
he might be able to t•ead between the lines. Reading the re· 
port does not give us any information as to just what position 
they do tn ke. 

1\lr. THO~lSON of Illinois. If I had the time I might try 
to explain it. Farther on l\lr. TAYLOR tens u thnt he and his 
constituents prefer to be governed by their own people inste;~d 
of by rules and regulations promulgated from the city of Wash· 
ington. 

The gentlemnn from Colorado bas not forgotten the fine ex­
ample of private ownership recently furnished by the Colorado 
Fuel & Iron Co. in his own State. but he seems to have failed 
to appreciate the lessons which that exnmple tenches. Accord­
ing to l\lr. TA i"LOR's own statement, 1\lr. Rockefeller owns 40 
per cent of the stock of this company, which mines probably 
20 per cent of the coal produced in Colorado and owns a still 
greater percentage. There is private ·ownership; rind Mr. TAY· 
LOR tells us his people -like it and are cry'ing Jor more! These 
people of the West would have none of the order produced by 
regulations promulgated from the seat of their Government at 
Washington, bnt we are told they want private ownership. 
though it be accompanied by the riots and disorder produced by 
regulations promulgated from New York by certain absentee . 
landlords who never get out of Wall Street. We are told that 
these people out there prefer to be governed by the.ir own 
people, and not by the Federal Government, at least untiL 
judging from recent events, their own people make such a 
mess of it that they ha-re to send forth a 1\!acedonio.n cry for 
help and ha ,·e the Federal Go\ernment step in and stop war­
fare and bloodshed by the use of Federal troops. 

I am unable to account for the logic of the people of a State 
that are so consumed with a continual howling about their 
"rights" that they utterly lose sight of the fact that they are 
not a country unto themselves, but one of a fHmily of States. 
and that other members of the family have some rights, too. or 
thflt there are mutual obligntions to b£> consioerl'd. 

But 1\Ir. TAYLOR tells us there is nothing in this le::~sing bill 
we are proposing that w~.mld prevent the operators of mines, if 
they were tenants of the Federal GoYernmeut, from acting ex­
actly as the mine operators of Colorado hare been in the recent 
disturbances there. 

It can not be that 1\Ir. TAnon has not even read this bill! 
If he has. be has forgotten some of its provisions. In the first 
place, if the Colorado Fuel & Iron Co. wcts operating under such 
a law as this bill proposes, lts holdings would be limited to 
2.5GO acres. so it would not be producing 20 per cent of the conl 
output of Colorado. and it would therefore probably be without 
the arrogance which goes with too much power. In the next 
place. 1 w.>uld remind my friend from Colorado that the pend­
ing bill contains the following Language: 

Each lease shall contain provisions for the purpose of tnsming tb(' 
exercise of reasonable diligence, skill, and care in tht> o~rotion of s.-"tid 
property; a provision that such rult'S for the safety and welfare of tht' 
mine rs and for the prevention of undue waste as mny be pt·escribed by 
the Secretary shall be observed, and such other provisions as he-

The Secretary of the Interior-
may deem neces ary for the protcrtlon ot tbe interests of the United 
Stn tE.>s. fot· tbe prevention of monopoly, and for the safeguarding -of the 
public welfare. 

And also the following: 
That any lease Issued under the provisions of this act may be for· 

feited and canceled by an appropriate proceeding in a court of compe­
tent jurisdiction whenever the IPssee fails to comply with any of the 
pt·ovisions of this act, of the lease., or of tht' general regnlatloocs pro­
mulgated undt'r the act and in force at the date of the lease. and tile 
le::tse mc~y provide for resort to appropriate methods for tbt' l'll'ttlement of 
disputes or for _remedies for breach of specific conditions thPreof. 

In his minority report the gentleman from Colorado makes 
mul.!h of the fact that a system of leasing certain of the pnhlic 
lands has been tried before in this country aud, proving nn 'at­
isfactory, was abandoned. This leasing srstem co,·ered certain 
lead deposits in Localities now included in the St:ltes of llis­
souri and Illinois. Mr. TAYLOR tells us he is a native son of 
Illinois. himself, so when he comes to appeal to those of us. his 
brethren of that St:~te. to save Colorado and the othPr present 
public-land States from a reviYal of this Y"icious sJsteru, he 
waxes ek·quent and quotes Shakespeare to us. 

There can be no cornpat·ison between thnt old lrtw and this pro­
posed law which cnn lead to the conclusion which our friend 
from Colorado would have us make. 

E...-en if the Ia ws were the sa rue or nearly so it could not be 
said that a plnn tbnt did not \York out in this country ovei' a 
century ago will not make a success to-day. But the two laws 

are tota11y different. The act of March 3, 1807, to which l\Ir. 
TAYLOR refers. merely · snys that-

The President of the United States sball be, and is hereby, author­
lz~d to lease any lead mine which has been or may hereafter be dis­
covered in the Indiana Territory for a period not exceeding five 
years. 

A mere statement of that old Inw shows · conclusively that 
there can lJe no comparison made between it and the terms of · 
the pending bill. Under thut old law ie<td-mine leases were 
issued under the supervision of the War Department. and the 
United States reserved a royalty or rental of one-sixth of the -
lead for Gon~rnment u&e. Most of the discontent that grew 
up under that law was not due to the operation of the law itself, 
but such an immense number of illegal entries of mineral land 
got through some of the land offices that such o-perators as had 
leases refused to pny further rents or royalties. The experience 
of the country· under that Jaw has nothing to do with the 
quesnon now oefor(' us. That law is as different from the oue 
sugge~ted in this bill, as the conditions to be dealt witb to-d;ty 
are different from th.ose obtaining a century ::tgo, when that law 
was tried. And. a.fter all, it should be pointed out that coal 
lands or coal deposits may still be acquired in fee e,·eu after 
the passage of the pendln.g bill, for section 2 of this bill pro­
\ides: 

That coal landS 'Or depo-sits of coal belonging to the United States, 
exclusive of those in Alaska, may, unless an otferin~. an application for 
offering, or an application fot· lease Is pt•nding hereunder·. be acquired 
in aceoz·dancP with tbl' pt·ov\sions of sections 2:~-H to 2:{il2, inclusive, 
of the United States llevlsed Statutt>s and acts amendatory thereof or 
~up-plemt'fitary thPI""Pto, or such lands or deposits may be leasea as 
hereinafter provided. 

The third bill reported by the Committee on the Public Lands in 
this group is H. R. 16673, kno\Vll as the water-power bill. One 
of the grent problems before our country to-dny is that relating 
to its water power. The use of electricity aud electrical power 
is still in its infancy. In the next 50 years it is bound to 
grow to tremendous tlroportions. It is contended by some that 
such questions as the currency and the tariff are t•elatively 
un.import:mt when compared with the question of the develop­
ing and harnessing of the water power of our country and con­
,·erting it into electricrtl ener~ for use by our people. That is 
a strong statement, but I feel it does not go too far. 

In the bearings before our Committee on the Public Lands on 
this bill it was pointed out that engiueers have estimllted that 
the total avHilable horsepower in the United States h.as been 
placed as high as 200.000.000. Of that possible development we 
haYe to-day about 6,0W,OOO horsepower created from water 
powers. 

The very heart of this problem is to be found in the sites 
along the pnrts of streams wbere there is sufficient fall in the 
water to crente power in commercial quantities, which sltes are 
suitable for the erection of dams. 

Groups of men of wealth and power. foreseeing the tremendous 
possibilities in this thing, have gone about acquiring and getting 
control of these dam sites not for the purpose of de\eloping :-til 
of them. but with the object of developing some and preYenting 
the remninder from b~ing deveJoped by anybody else. thus 
limiting · the supply of the product. elecn·icity. and gh·ing them 
a monopoly of it. As one of the greatest unthot·itie~ on the 
subject. ;\fr. Gifford Pinchot. stated, in testifying before our 
committee, "tbe essential danger in the water-power prol>lem 
is tite concentration of ownership and control." Tbe bill H. R. 
16673 seeks to avoid and prevent thnt danger, so fnr as _dam 
sites located on the public lands are concerned. It provides 
for the leasing of these sites fer peri-o.ds not longer than 50 
years. 

The bill contains provisions which wi11 insure prompt develop­
ment. good senic"e. and reasonable rn tes to consumers. .o:..nd pro• 
visions designed to prevent monopoly. It further contnius pro­
,;sions whereby the people cnn take oYer the property •md 
phmt of the lessee nt the tenuination of the lease at n com­
pensHtion to be detet~mined as llro\"ided in the bill or can le:tse 
for another term to the same or a new lessee on :erms then 
to be Hgreed upon. 

One of the m~uments mnde against this bill by some who ap­
peared before our committee was that it pro,·ides for too much 
Go,·ernment control, ::nd thnt such a system hampers de,·elop­
ment. The answer to thnt argnwent is to be fonnd in the fnct 
thnt about one-third of the totHI deYeloped hot·sepower in the 
United St<ltes bt~s been dereloped or L<; under tn·oce ~ of de-­
velopment in the nn tiona I forests where there bas been Oo,·ern­
ment control of this matter for some time. Dm·iug the past two 
years 78 permits bn ve been issued for water-power de,-elopments 
in the n~tional forests, calling for 728.300 hol·sepower capacity 
at low wnter. and this in spite of the fact that these nre re­
\OCable permits, as required by the present law, and in this 
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respect extremely undesirable from the standpoint of the 
investor. . . · t' 

ou of the >Hal pro,·i :ons of this bill IS contamed m se<! wn 
5, which pro>ides that at the end of the term of th~ lease. 
upon due notice having been gi>en. the Government Will have 
the ri~ht to tn ke <;>Yer the property, upon condition that it-
shall pay • • • the actual costs of rights of way, water ~ights, 
'lands and interests therein purchased and used by the lessee m the 
""eneration and distr·ibution of electrical energy under the le~se, a!ld, 
~econd the reasonable value of all other property taken over, mcludrng 
Atruct~res and fixtures acquh·ed, erected, or placed upon the lands and 
included in the generation or distribution plant * 0 •. • 

The water-power interests would ha >e the Government, m 
case it elects to take over the plant at the end of the term, pay 
the reasonable value of all lands, rights of way, and wnter 
rights, as well as of structures and impro>ements. But I be­
lie>e that if the community is to take over one .of these pla~ts 
it should not be required to bear tte cost of the .unearned In­
crement which it has itself created. The commumty-the Gov­
ernment-grants a lease of a dam site t? a P?wer company. 
That lease carries with it not only the qualified title to the land 
which it co>er . but it also thereby furnishes the power com­
pany with the opportunity to engage in the busi~ess ?f tran~­
formino- water power into electrical energy and d1sposmg o~ 1t 
in that' community. The real estate invol_ved in the enterprise, 
l)oth that leased directly from the G?vern~ent and that ac­
quired in other ways, increnses matenally m value by ~eason 
of the growth of the community. While that growth 1s en­
hanced or made po sible by the location of the power compa.ny 
at that point, it must also be remembered that the opportumty 
to engage in busines there has come to .the comp<~ny from the 
community as a privilege which necessarily .go~s with the lease. 
Therefore the increase in real-estate values mctdent to the co.m­
munities' growth o;;:hould inure to the benefit of the comm~mty 
and not the power company. This makes the prop~r basis of 
value to be placed on all real property and water rights taken 
o>er by the Go\'ernment at the end of the period, the actual 
cost of that property and those rights to the company and not 
the then fair value. 

Durino- the hearings on this bill our chairman, the gentleman 
from Okiahoma [l\fr. FERRIS], illustrated this point very clearly 
by asking the following question: 

r own 160 acres of land in Oklahoma. I lease it to you for 10 years. 
The day 1 lease it to you It is worth $3,000; the da{ your lease E.'X­

ires from your proper compliance with the terms o the lease, that 
Pa.nd 'has developed into a farm worth $10,000. Do you keep the $7.000 
and return the $3,000, or do I get the $10,000 farm back? 

Under such a leasing system as is proposed in this bill the 
Government retains control of the dam sites and thus holds the 
key to the entire situation and prevents these tremendously 
valuable sites from getting into the control of those ~ho at 
least might, and, if we are to judge from past expenenc~s, 
probably would manipulate them for their own great financwl 
gain to the detriment of the public generally, who are really 
entitled to these benefits themselves. 

Wheu we beo-an the consideration of this bill in committee I 
was in great d~ubt as to the wisdom of permitting these leases 
to run for as long as 50 years. Our committee, fortunately, had 
the benefit of the advice and suggestions. of Secretary ~ane, 
former Secretary Fisher, and former Ch1ef Forester Gifford 
Pinchot. They all stated that this, in their judgment, was not 
too long a term for such proje~ts if the bill con.tained such 
safeguards as it does. I was gl.ad t? .follow the JUdgmen~ of 
men of such experience and public sp1nt as these men are m a 
matter so fully within their experience and knowledge. 

I ·believe the terms of these conservation bills .safegu~rd the 
interests of the public in the great resources wtth wh1c.h the 
bills have to do and insure fair returns to those who may mvest 
in projects of the e kinds. Under such laws the development of 
our natural re ources should be prompt and would be upon a 
fair and equitable basis to all concerned. I hope, therefore, 
that all three bills may be speedily enacted into law. [Ap-
plause.] . 
· 1\fr. LENROOT. Mr. Chairman, I yield 45 minutes to the 
gentleman from Wyoming [Mr. :MoNDELL]. 

Mr 1\IADDEN. l\lr. Chairman, in order that we may have 
some· one here to listen to what the gentleman from Wyoming 
will say I mnke the point of order that no quorum is present. 

The CHAIRl\fAN (l\lr. RIORDAN). The gentleman from Illi­
nois makes the point of no quorum, and the Chair will count. 
LMter counting.] There are 58 Members present-not a qu(j-
rum. Tbe Clerk will cnll the roll. · . 

The Clerk proceeded to call the roll, and the followmg-named 
Members failed to answer to their names : 
Aiken Austin Bathrick 
Ain'!y Ba.rchfeld Beall, Tex. 
Anthony Bartlett Bell, Ga. 

Broussard 
Brown. N.Y. 
Browning 

Rulkley Gillett Ln.,.:uo nohNt ·. ::Uass. 
Burke, Pa. Goeke L'Engle Huck<'r 
Byrnes, S. C. Gorman L<:'sher ~ahath 
Calder Graham, Ill. I.evy 'cully 
Campbell Graham. Pa. Lewis, Md. Hells 
Cantrill Greene, Vt. Lewis, Pa. :-4herlry 
Carlin Griest Lindquist breve 
Carr Griffin Linthicum Rlemp 
Curter Guernsey Loft fl mith, ~!d. 
Cary Hamill McGillicuddy mlth, Samuel W. 

laney Hamilton, N. Y. 1\!::than , mith, N. Y. 
Collier Harris Maher Steenerson 
Connolly, Iowa Harrison 1\Iann Stephens, Tex. 
Copley Haugen Mat·tin 8tout 
Covington Helm Merritt Stringer 
Crisp Hensley 1\Ietz utherland 
Danforth Hinds Miller 8wltzer 
Davenport Houston ~Iorgan, La. 1'ag~a rt 
Decker Howard Morin 1'albott, 1\!d. 
Doughton Hoxworth Moss, Ind. 'J'avener 
Dunn Hughes, W.Va. Moss. W.Va. Taylor, Ala. 
Dupre Humphreys, 1\Iiss. Mulkey 'l'aylor, N. Y. 
F.agan Johnson, S.C. Murdock Towner 
Eagle Johnson, Utah O'Hair Townsend 
Edmonds Jones O'Leary Tr-eadway 
Elder Kahn Palmer Tuttle 
Estopinal K Plley, Mich. Parker T ndcrhill 
Evans Kent Patten, N.Y. Vare 
Fairchild Key, Ohio Patton, Pa. Vollmer 
Faison Kless. Pa. Payne Walker 
FC' s Kindel Peters Wallin 
Finley Kinkead, N.J. Pete1·son Watkins 
Gallagher Kitchin Plumley Whitacre 
Gardner Knowland, J. R. Pou Wilson, N. Y. 
George Korbly Powers Winslow 
Gerry Kreider Rainey Woodruff 

The committee rose; and the Speaker having resumed the 
chair, Mr. FITZGERALD, Chairman of the Coll1J,11ittee of the Whole 
House on the state of the Union, reported that that committee 
having under consideration the bill (H. R. 16136) to authorize 
exploration for and disposition of coal, phosphate, oil, gas, 
potassium, or sodium, and finding itself without a quorum. he 
had caused the Clerk to call the roll, when 275 Members an­
swered to their names, and he presented therewith a list. of the 
absentees. 

The committee resumed its session. 
Mr. MONDELL. Mr. Chairman, the bill before the House 

is in some respects as important a piece of legislation as was 
ever considered by Congress, important for two distinct reasons. 
First, because it proposes what is, with the exception of some 
experiments along somewhat similar lines many years ago, a 
new and novel method of handling the public lands, and, second, 
because this new and novel method affecting va t areas will , 
establish conditions likely to profoundly affect the political and 
industrial situation of the people of the region in which these 
lands lie. The gentleman !rom Illinois [Mr. THOMSON], who 
preceded me and for whom I have the most profound regard 
and respect, told us that he had never li>ed in a public-land 
region that he had lived all of his life in a great city. What he 
said after making that announ<:ement was interesting; consiJer­
iflo- his limited opportunity for information on the subjects in­
voived I am not surprised that he has failed to fully understand 
the attitude of most of our western people toward them. Since I 
was a boy of 7 years, when I lived on an Iowa homestead, I ha>e 
never lived, except as my duties have kept me in Washington, 
anywhere except where I could almost daily see public lnnds, 
could mingle with men who were developing them, and have 
knowledge of the conditions under which they were being ac­
quired and improved. I think, therefore, I have had as wide an 
experience with regard to the difficulties incident to the develop­
ment of the public domain as most any living man. 

I approach this question, therefore, from the standpoint of 
one wbo ought to know something about it. I appronch it al o 
from the standpoint of a man who represents more of the people 
dwelling within and more territory that will be affected by this 
Ie!rislation than any man in the House. I imagine that the 
St~te of Wyoming has perhaps more coal lands in proportion 
to her area than any region in the Union, PeunsylYania not 
excepted. We have nearly 100,000 square miles. Of that terli­
tot·y at least 20 per cent is underlaid with coal. No. oue knows 
how much of our territory will eventually produce 011, but from 
the northeast corner of the State, nearly 500 miles, us the crow 
flies southwest to the southwest corner, rou can not trnYel any 
considerable distance without finding oil indication . Oil pros­
pecting is going on. in very widely separated part of the State. 
We are just beginning our development. We have been so far 
removed from the • markets that it has hardly paid to deYelop 
in the past; but I expect that som.e day-and .r think .the men 
who are best informed on the subJect argee wtth me-that we 
will produce more oil than any Stnte in the Union, and tlmt 
ultimately we may prod~ce as much coni as any .state in the 
Union with perhaps the exception of Pennsylvama. At lenst 
80 per' cent of the lands containing these deposits are still public 
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lands. We a:re <therefore profoundly Interested in this legiSla­
tion. It menns a new economic p· !icy. nffecting our grea test 
industries. U means to a l11rge extent Ferlernl inRtenrl of ~ornl 
control. tt means .Federal ownership Tather than ·private own­
ership, and be wo.uld !be a ·br:tn~ ru:m who would atterupt to 
forecast ·the ·wJde-:reaching polit.icn1 effect of sucb a change of 
economic policy, c:uried on .through the running of the years 
and af the generations. 

WESTEBN VIEW MISUNDBRSTOOD. 

9Jhe gentleman from Illinois [Mr. T.HOMSON] does not feel 
thn t we of -the W ~st have taken 'the proper new of our relntion­
shlp to fhese .great sources ·of naoonal ·wealth within the bounda­
:rie of .our State. The gentlenum hns c::rrefully studied these 
questions and he ha.s 'brougbt to the study--of -them a cle<tr mind, 
an ennest desire to understnnd them. He is not to blame if he 
has fniled we think, somewhat to understnnd our nttitude. A 
majority ~f the people of the West hn"e not. I think. been in 
favor of 8tnte ownership of all their lands at this ·time. e•en if 
that could be brought nbout. Most of the remnrks of the geutle­
mnn from Illinois were predicated -upon the ·T•ropo ition that 
thnt w, s om· new and doctrine. Tllere bas not been a time. in 
my opinion, in my State when a majority of the people woul.d 
hnYe been in fa•or of the State b1king ov-er all .of the puhhc 
lands jf they :hnd heen offered to them. There nre no douht 
many w.bo would like to ha \Te bad that done, but there a.re 
al o a large number w.bo h1He 'felt that H would .be "too mudJ 
of n burrlen to r~ ssume n ll n t one time. l...e:: I ·ha-•e said, tbe 
ce~s: on of all of the bmds to tbe States hns not ·been the llesire 
of the mnjoritv of the 11eople of any Western Stnte, so far as I 
know, altboug·b there bnYe been many ndYocates of it. The 
people of thP Western Stntes ba•e. on tlle contrary, been in 
fa\"or of -thp diSJJOSition of the ;public lands gradually under 
carefully gunrded laws. to the end thnt eventunlly we sboulo 
h n•e e~tnbli~hed the snme system of private ownership that 
exi sts throughout .the Union. 

Our people have felt that was the only way we could be 
gu·n·anteed thnt equal position in the Union .. which is onr 
right. Personnlly I bn•e long fa•orea the retention by tbe rmb­
lic of the title to at lea-st a considernble portion of our oil and 
coal lnnds. and when I sny the -public I . mean not the Federal 
Go•ernment, but the people who under our form of go,-ernment 
were intended to ba,·e control o>er locnl mntters. Long since l 
should ha,·e been ve1·y glnd to bn"e supported n bill which would 
hw,.·e largely extended the opportunities of our ~tnte to leaRe its 
oil nnd its coal lands, and so far as I ha,·e objected to Federal 
Iense lnws. my obje('tion b<!S been not to public ownership of 
title. but to Federal ownership of title. I have fearerl that that 
ruennt eE>ntrnlization. bureaucracy. control of local affairs from 
a grent distnnce, nnd. finally. as this bill proclaims and declares. 
that the communities In which the e great resonrce lie would 
not obtnin any considerable pnrt af the crenm of the ntlueR taken 
from them in the way of royalty. The gentleman from nlinols 
somewhat misjudged our attitude when be sa irl in st1bstance thHt 
we resented tba t the ret1reRenta thes of the f)E'ople of other 
Sta te thfln publie-hmd Stntes should ha•e something to sny as 
to what should be done with the public lands. I do not thinl.: 
there bas been flny such feeling as that among the men from 
the public-land States. ·we realize that the public lnnds are the 
domnin af the United States; tlult it is the duty of the Cougress 
to pro•ide for their dispo, ition as the Constitution puts it. and 
that men from all parts of the country should corrtribute their 
energ_y and their ~bility to a solution of these problems. 

Wh<~t we ba,·e not liked is the nssnmption on the pnrt of 
some that we do not ~Iinow what is ·good for our people, ·an 
assuru)ltlon upon the part of some thflt we ·tern i\lembers of Con­
gre s were inclined to encourage the ensy acquisition of the 
pnblic domnin anrl were not a,·erge to it~ bf'ing ncqnired in lnrge 
trncts. and in ·thell· desire to see their region ile,·elop, were not 
sufficiently miurlfnl of the fntnre. :'\o oue c~1n liP -so ,·itnlly 
interested in 'having tbe landed _property ·of a t·egion owned 
and conn•olled and -utilized in the generHI public interest as the 
me.n who lh·e in the country where the lands lie. In a wny, 
and 'in an irup.o.rtant way, I insist tbnt the people of rtbese 
-'e te.rn Sta tes ·nre entitiPd to the henPfits that nf'crne froru the 

de•elopmen.t of these lands; not altogether the people who are 
there now~ blrt the people "~ho may ba ve 'the cour;1ge nnrt the 
industry _and ·the tncllnn~tion to nome there find help de,·elop 
them. I do not believe that any part or parcel of them or the 
income from them belangs to those who see fit to remain nmong 
what ar.e to .them more satisfnctory HDd congenial surroundings 
e1sewhere in other .regions -and then expect to win something 
from the energy ·and the .courage of the men who -have gone 
fo.rth to ile.velo_p new :regions. 

Mr. GORDON. Mr. ·Chairman, will it interrupt the gentle­
man if I ask him a question at that poiut? 

l\lr. 1\IONDELL. Not at all. 
Mr. GORDO X The gentleman conceoes tbnt the .Public lands 

are the property of all the people of ·the United States--
1\Ir. MO~ ~ELL. ·Ob, as an nbstract--
1\Ir. GORDON. Al5 a legal proposition. 
1\Ir. 1\IOi\lJELL. On, well; I do not care whether you cn.U · 

it legal or abstract, but whate•er it is I shall not quarrel ·o•er 
the term. 

1\Ir. GORDON. If that is true. then upon what theory does 
the gentleman claim that they belong to the people out in Wyo-­
ming, for example, just because they _got tbere first or saw it 
fil'·Sf? 

1\Ir. 1\IO'l\~ELL. I did not 'Say they belong to the people now 
there. Th~ benefits belong to those .";bo 5hall by their labor 
and energy make their resources a\·ailable. 

Mr. GORDOX Well, the people who may come to Wyom1ng. 
Mr. 1\IO~DELL: That is it exnctly. . . 

. Mr. GORDO~. Where does the gentleman find any legal 
authority for nny such contention as that? 

Mr. 1\lONDELL. I do not find any 'legal authority for the 
view some gentlemen take that they are to be alJowed to remain 
snugly and smugly somewhere down East and ..benent from gov­
ernmental or other incomes from the toil. energy, and cour:1ge 
of men who go to the frontiers and de>elop their re&onrces. I 
do not find any legal fomidation for any such proposition as 
~L . 

'h1r. LEXROOT. .1\Ir. Chairman, . will ·the genlleman yieid? 
1\h·. 1\10 :'\DEl :L. Yes. . 
l\lr. LEXHOOT. Does the gentleman think th.ere Is any 

legal bnsis for the stockholders of the Colorndo Iron & Fuel 
Co. to drnw income from lnnds in the State of Colorado? 

.l\Ir. l\lOXDELL. Ob, I do not care to discuss the Colorado 
Iron & I<'uel Co. I do not li"e in Colorlldo; and that i& entirely 
a~ide from the question, anrt the gentleman knows that it is 
entirely nside from the question. 

~Jr. LEXROOT. Mr. Chairman, will tbe gentleman yield 
again? · 

Mr. l\10l\'DELI... T.bere are conditions of private ownership 
that are not satisfactory. Further than thnt. the gentlern<tn 
knows that I am in fn.•or of a proper plan of leasing. nnd that 
I lla•e introduced bills on that subject. nnd that 1 ba"e pres&ed 
them before committees. But tbnt does not .change the fact 
thHt while there may be e'ils under priv<lte ownership-and 
there a1·e-tbere are still enls, the extent of which we ran not 
now measure. which may 'lie in the absentee landlordism ::1nd 
bnreaucrncy whic-h attends permanent Federal control. N.ow I 
yield to the gentleman. 

Mr. 1~E~ROOT. The gentleman did not get the purpose of 
my inquiry. which is thnt the people of the United Stntes, repre­
sented by thifl Go,·ernment, bnve exactly the same icgal right 
in the public lands that the stoeklloldPrs of 'the Colorado Jroa 
& f'uel Co. bn>e in the lands they bold under .Private ownership. 

Mr. MO~DELL. Well. I shall not discuss the .legHI ent.l of 
it. Wisconsin once beJonged to all the ~ation, according to 
that legal proposition. My fntber li,·ed there. 1t was a _great 
many ye;lrs ago. befot·e there WHS a bomeRtead 1:-tw. 

1\Ir. HULI~GS. l\11·. Chairman. will tbe gentleman yield'? 
1\fr. l\IO~DELL. Rut Wi~conRin e,·entnnlly cnme to bE>Ioug 

to the people who li.,·e in Wisconsin, and there is not nnybodY' 
nnyW"bere under the flng-any body of the public-drawing 
rovalties from Wiseon!"in. 

i\1r. BrLIXGS. Will the gentleman permit an 1nt~rruption1 
l\lr. MOXDELL. Yes. 
1\Ir. TICLI~GS. "'-"as there e\er any understanding that the 

lnnrls in the territory included in the Lonislann Purchase. after 
States should be organize(} in thnt territory, shouta then belong 
to 'the "Stn tes and Should be for the benefit of the people ol 
those Stll tes? 

1\lr. l\IOXDELL. Well. it hns alway.:; been ·the theory -of 
our Go•ernment. and we haye alway.s proceeded on t1l itt theory., 
wbnte•er the abstract f::1ct of- law may be. that e\entunlly the 
Federal Government sbonld part witll tbis ti t le. :Rut 1 snid to fhe 
gentleman that our people ha,·e not been demanding a cession 
of lands to the Stl te. On the contr<~ry. 1 fbin'k: a m.njority 
of the people in my State hnYe always been opposea to .it. a.nd 
I think that is true with res11ect to .the people of most o.f fbe 
other puhlic-lana States. Our people .have not claimed that ·fhe 
people there present to-day own an . the wealth unae,eloped in 
our lands. Rut we resent the nofion ·thnt we are .to be ex­
ploited as· a foreign protince for the benefit of people wl10 li>e 
somewhere .:outside of our Commonwealths. ~ J whnt .'i'l"'e 
object to. 
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Mr. THO~ISON of Illinois. :Mr. Chairman, will the gentleman 
yield? -

The CHAIRM.A.~. · Does the gentleman from Wyoming yield 
tQ the gentleman from Illinois? 

1\Ir. )f0}.."TIELL. I will. 
Mr. 'l'HOl\ISO~ of Illinois. The gentleman has stated several 

times that he is not contending that these natural resources 
belong to the people in those States to-day. To whom does he 
believe they do belong? 

.Mr. 1\IONDELL. Oh, wen, we have gone up and down and 
all around that proposition a great runny times.· The lands he­
lon(J' to the United States, nnd the United States, under the 
Co;stitution. ba ~ the right to make laws for the disposition of 
the lands. The Constitution does not say anything about hold­
ing on to them in perpetuity. Our people have finally admitted 
or agreed or been coerced into agreeing that disposition may 
mean long-contiune<l control under lease. 

Mr. 'l'HOi\ISO~ of Illinois. Mr. Chairman, will the gentle-
man yield again? 

1\fr. MOl\TDELL. That is the theory of this bill. 
Mr. THOliSON of Illinois. Will the gentleman yield? 
1\fr. UOXDELL. Ye . • 
Mr. THO~ISON of Illinois. As I understand, the gentleman 

believes in the Government policy of leasing these lands? 
Ur. 1\IONDELL. I do not believe unreservedly in the Gov­

ernment policy of leasing these lands. I believe in it simply 
because we can not get a better policy at this time. As an 
abstract proposition I do not believe that any central govern­
ment anywhere on earth is or ever will be con tituted so that it 
can wisely and continuously ·control a great landed estate lying 
2 000 miles away from the seat of government. We accept 
this-! do-first, because I do believe in the public retaining the 
titlt=' to hll'ge portions of tbe~e lands. 

If I had my way about it I would provide for the gradual 
transfer of these leases to the State as the Federal system 
deyelops and as tlle State gets into position to care for the 
leases. we can not do thnt now. It is impracticable at this 
time, and this is the way to reach the condition that we should 
tu wwalety arrive at. 

Bnt it is hardly worth while to discuss the abstract question 
as to whether the people of the country generally own these 
lands and own what they contain. This bill proceeds on the 
theory that whatever we obtain from them shall be used in 
that general country, because it provides thnt all the funds 
shall go into the reclamation fund for the building of reclama­
tion works, and these reclamation works, with the exception of 
those in Texas. are all of them in States that have a greater 
or less amount of public lnnd. It is not proposed to take the 
proceeds of the rental of these lands and distribute them among 
the people at large. So, as a matter of fact, the committee 
accept in the bill the view that we have always held, and what 
has largely been the basis of our legislation up to this time. 
that whatever money or benefit accrued from the disposition of 
the public lands sbouJd be for the use or benefit of the general 
communities in whteb the lands lay. 

• r. GORDON. Is not th~ t plain usurpation? Do you think 
that is right, that they should appropriate those lands or the 
value of them. and turn them oYer to those States? Is there 
any legal authority for that? 

Mr. MOXDELL. We did that a long time ago. 
Mr. GORDON. I know we did. 
Mr. MONDELL. We did that in 1002. We apnropriated the 

proceeds of the salp of pnhlic lands to reclamation purposPs, 
and the present distinguished leader of the majority [Mr. 
Ul\TUERwoon] was a member of the Committee on Irrigation, of 
which I wa also a member when we cUd that. He is a wis,e 
Democrat in ~>orne respect::;. He tiifferentiates between the 
moneys taken from the people by taxation and the moneys 
which the- Government receives as a fund from the disposition 
of tlte public domain. 

l\Ir. t;OHDO~\ . What differ•ntiation does be make? 
1\lr. MO.:.'DELL. He makes the diffei·entiation that one is 

taxes taken from the people, and it must be u ed, so far as 
we are able to judge intelligently, for purposes which are 
useful and beneficial to all of the people; that the public-lands 
fund. on the contrary. always has been n fund for the diffusion 
of knowledge generaily--

Mr. GORDO::\. Generally. 
Mr. 1\IO~DELL. Well. we have gone that far in some cases. 
1\lr. GORDOX What is the difference, then? 
Mr. l\10~'DELL. But in the main, for the building up of 

the region under the homestead law by grants for railroads. 
and wagon roads, by grants to the States as they come into 
tlle "Gniou from tlw Territorial condition, and then finally in 
the edicatiou, under the reclamation · fund, of all the pro-

ceeds to the development of the very region where these funds 
are obtained. So that, after all, we do not very much differ, 
taking the view which the committee has crystallized into Hs 
legislation, as to who is entitled to the benefit of the proceeds 
of these leases of that general region. I want to discuss that 
a moment later, because I do not apprm·e of the disposition 
the con1mittee has made of the funds. 

This Federal-leasing plau is a very big problem. ImRgine, . 
if you can, the effect on the States of Pennsylvania and Illinois 
to-day, those great oil and coal States, if all the oil and all the 
coal lands in both those Commonwealths were in Federal own­
ership and were occupied under lease. There are a lot of 
problems that would arise. The quest~on of Federal police 
power . is one of them, and it i going to be one of the !Jig 
problems, and we haYe carcely discussed it in connection with 
this legislation. 

Ur. JOHNSON of Washington. Will the gentleman yield? 
Why does not the gentleman magnify the problem by addinoo all 
of the Eastern States that have coal or oil or minerals, just to 
show the enormity of the thing? · 

:Mr. ~fO~DELL. Of course that would be proper. I refencd 
particularly to tl10se States because of their large mineral 
areas and deposits, althouoob they are also great manufacturing 
and great agricultural States. Take any State in the Union, 
like my State of Wyoming, with coal in every portion of it and ~ 
oil in every part of it. How long it wiJI take we do not know, 
but eventually it wiJI be largely deYeloped and. unde-r this bill, 
largely under Federal controL If largely developed, there will 
be a bureaucracy big enough to fill with joy the heart of the 
greatest bureaucrat in any of the Government departments. 

Mr. JOHNSON of Wnshington. It is likely to be greater tllun 
the State itself in some cases. 

Mr. 1\IOXDELL. It is likely to raise and involve some ques­
tions that will ruore intimately affect lat;"'e numbers of the 
people than the activities of State government itself. Of course 
my own opinion is that we will neYer reach that. I do not look 
upon this class of legislation as fixing a permanent condition. 
This is the beginning of a system of public control over certain 
minerals, but eventually that public control will be vested where 
it belongs umler our form of government. The responsibility 
will be placed locally. There will then be no possible complicn­
tious with regard to poiice power • because the len es will e•en­
tually be in the hands of the States, the soYereignty which has 
complete police control. We can not do tllat now. We doubt 
if conditions are ripe for the States to take hold of these great 
areas. 

Our communities haYe never gntten as much as they should 
out of the mineral wealth they produce. There is many a re­
gion in the country that has been stripped of its oil and its 
coal, where nothing is left behind in the way of permanent im­
provement to mark the passing of that great body of wealth. -

It has taken our people a long time to get accustomed to the 
idea of Federal leases. We have had a good deal of experieuce 
with Federal agents, and my friend from Oklahoma [Mr. FER­
RIS] rather twitted some of us the other day of not being good 
citizens because things were said not altogether faYorable to 
the increase of Federal powers, agents, and agencies. No man 
who ever stood on the floor of this House has so inveighed 
against bureaucracy as be has, and I guess with reason. [Ap­
plause.] I haYe heard him say, I think, that it would be diffi­
cult to conjure up a more unsatisfactory condition than they 
had when all of their lands and a large portion of their indus­
tries and most of their people were being controlled and cnred 
for and their affairs looked after by Federal agents. Being a 
real red-blooded American, be does not like that kind of thing 
any better than the rest of us do. 

We will haYe quite a bit of it under such legislation as this. 
Of course, we expect it will be quite different in many re~pe~ts 
from what it is now before it becomes a law. If the nw]or1ty 
will not allow it to be amended here, we have consolation in 
the fact that in another body a Yery much greater proportion 
of the membership is from States whose interests are vitally 
affected. 

The plan of competitive coal leases with no preliminary pros­
pecting period is seriously objectionable. The fact that the 
measure gives no protection to those who may have already 
undertaken de>elopment is another fault. The unfair disposi­
tion of the revenues is, from the standpoint of the States af­
fected, the worst of all. 

I:li:PORTA..'\C:El OF THEl SUD.JEC:r'• 

The question of the future· u e and clispositio~ of the public 
lands containing coal and oil has been a very llYe one m the 
Western public-land States containing such JQnds since the 
first coal and oil laud withdrawals and classifications, and 

\ 
( 
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becomes increasingly important as the need and demand for 
the utilization of these lands and their products increases. 

The coal-land withdrawals have been made, in the recent past 
at least, primarily for the purpose of fixing a price upon such 
lands in excess Of the minimum prices of $10 and $20 per acre 
fixed by law. When so classified and appraised the lands have 
been restored to entry and sale under tha coal-land law. 

The classified prices have, however, been placed so high, run­
ning from the minimum to nearly $'500 per acre, that these 
prices, together with the interpretation placed on the provisions 
of the law by the Interior Department, have greatly discouraged, 
and in many districts entirely prevented, purchases of coal lands. 

In the case of oil lands the withdrawals have been absolute 
and so far permanent, and frankly with a view of persuading 
or compelling Congress to enact soma law other than that now 
on the statute books for their disposition. . 

The classifica tion of coal lands at high prices and the com­
plete withdrawal of oil lands have therefore, through different 
methods, created practically the same condition with regard to 
both classes of lands, a condition of almost complete suspension 
of development so far as public coal and oil lands are concerned. 

It is but stating what is welJ and generally known to say 
that the policy of withdrawal of oil lands and of classification 
at high prices of coal lands has been pursued with a view of 
furthering or compelling the adoption of a Federal leasing 
policy as the only available way out of the intolerable condi­
tions which these policies produce. 

WESTERN OPrOSITIO~ TO LEASING. 

The people of the public-land States have not been generally 
inclined to view with fa -ror the inauguration of a Federal leasing 
policy for a number of reasons, which for the purposes of this 
discussion it is not necessary to discuss at length; I shall refer 
briefly to some of them. Primarily the opposition to the inaugu­
ration of such a system has been due to the fact that, with the 
exception of some unhappy experiences in the leasing of lead 
mines half a century ago, such a policy is entirely new and 
novel in our history, and there has been a widespread opinion 
that such a system would have a tendency to discourage develop­
ment by lessening the incentive for individua] enterprise. 

Opposition to a Federal leasing system as applied to mineral 
lapels bas also arisen out of the fear that any system that might 
be inaugurated would lodge such wide discretionary authority 
with officials at Washington, to be exercised in the main through 
uninformed and arbitrary minor officials, as would render oper­
ations particularly by people of limited means and little influ­
ence difficult, uncertain, and expensive. There has also been a 
deep-rooted suspicion, amounting almost to a conviction, that 
the plan of Federal leasing would result in depriving western 
communities in which the minerals proposed to be leased were 
located of a considerable portion of :he revenues and benefits 
which should be theirs in the development and use of their re­
sources. 

To state very briefly the three classes of unfavorable results 
which our people have most feared tmder a Federal leasing sys­
tem they are, first, the checking of development; second, the 
establishment of a bureaucratic conh·ol, expensive and exas­
perating; and third, the loss of revenues and benefits by the 
communities and States affected. 

Those who ba-re given these matters most careful considera­
tion in the regions affected haYe not been blind to certain ad­
vantages which accrue to States and communities under a proper 
system of public ownership of certain classes of mineral Innd. 
Iu fact, a number of Western States ba ve profited and benefited 
largely through the leasing of some of their mineral land and 
the policy of leasing such lands rather than selling them has 
grown in favor. The objections which have been >oiced and the 
fears which have been expressed have therefore been directed 
not so much against the idea of public ownership under a leasing 
system as against Federal ownership ' and leasing and for the 
reasons I have stated. The public-land States, if ultimately 
granted their coal and oil lands, which would be the best pos­
sible solution of the problem, would be glad to accept them 
under condition that the title should remain in the States. 

CHA~GE I~ WESTER:. SENTIJIIEXT. 

_As time has passed it has become more and more apparent 
that without some decided change in public sentiment through­
out the country, not, apparently, likely soon to occur, the only 
way of escape from the condition of classification and with­
drawal which has existed for some time, and grows constantly 
worse, was through the adoption of a Federal leasing system. 

/ Such a system has, under these circumstances, secured some 
considerable support i_n the public-land States through the oper­
ation of a number of causes: First, through the disposition of 
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those who desire to secure opportunities for development on oil 
lands which have been withdrawn or coal lands which have 
been priced beyond reason to accept almost any plan which 
promises any so1·t of relief; second, through the influence of 
those who have been impressed by the very general arguments 
of the advocates of Federal leasing but who themselves have 
giYen little through or effect; and, third, among the more nu­
merous class, among whom I subscribe myself, who, having 
concluded that a system of retention of public coal and oil 
lands in public ownership as to title has much to recommend 
it, and who, being convinced that the inauguration of such a 
system through .local public control is, for the present at least, 
impossible, have been inclined to favor a Federal leasing system 
for coal and oil lands, providing such a system can be secured 
in such form as to obviate or largely minimize the objections to 
such a system which I have outlined. 

I have been the more inclined to favor the Federal leasing 
system for coal and oil lands because of the fact that I have 
discovered a disposition, as I have believed, on the part of 
some adYocates of such legislation and some of those who would 
be charged with the administration of such legislation to give 
consideration to the western viewpoint and to advocate and aid 
legislation which promises to give us the maximum of the ad­
vantages which might accrue with a minimum of the disadvan­
tages and difficulties inherent in an administrative system hav­
ing to do with extensive and important industries and adminis­
tered through bureaus at long range. 

LEGISLATIO~ PRESENTED. 

In this frame of mind, and with these objects in view, I intro­
duced some time ago House bill 11762, providing for the leasing 
of public coal lands, and House bill 12246, providing for the 
leasing of public oil lands. While I did not expect that these 
bills would be reported, but took it for granted that bills intro­
duced by the chairman or some other majority member of the 
Public Lands Committee would be the basis of legislation, I did 
hope that the-legislation reported would be of a character which 
would command my support and that of other western Mem­
bers. I regret to have to say that the legislation on the subject, 
which has been reported, is in many respects a great disappoint­
ment to me, and will, I fear, when fully understood, be a great 
disappointment to many in the West, who had hoped for legis­
lation which they could support and approve. 

The Committee on the Public Lands bas, after giving the mat­
ter consideration, reported House bill 16136, a bill to authorize 
exploration for and disposition of coal, phosphate, oil, gas, potal';­
sium, or sodium. In what I shall have to say in regard to this 
legislation I desire to emphasize the fact that I appreciate the 
difficulties under which the committee labored in drafting legis­
lation along new lines dealing with important subjects with 
which the majority of the members of the committee could not, 
in the nature of things, be personalJy familiar. I fully appre­
ciate the earnestness and the good faith with which the mem­
bers of the committee approached their task, and the care they . 
gave to the consideration of the details of the measure. I 
therefore sincerely regret I can not agree with them in the con­
clusions they reached. 

WHAT THE BILL PROPOSES. 

In the brief review which I propose to make of the bill I 
shall not refer to all of the objections to its provisions, form, 
and phraseology which occur to me, many of which could be 
cured by eliminati-on and amendment, but shall confine myself 
in the main to those features of the measure which seem to me 
most highly important and fundamental. The bill is, in fact, 
four measures in one. Its first section is general. The second 
to eighth sections, inclusive, deal with coal; the ninth to 
twelfth sections with phosphates; the thirteenth to seventeenth · 
with oil and gas; the eighteenth to twenty-first sections with 
votassium or sodium lands and deposits; the remaining 11 sec· 
tions of the bill contain general provisions applicable to leasP.s 
covering the various deposits mentioned and lands containing 
the same. 

It seems to have been deemed advantageous from a legisla­
tive standpoint to deal with all of these subjects in one measure; 
the result has been that general provisions have been adopted 
which, while some of them may be properly applied to all of 
the classes of leases contemplated, and some of them may be 
wise and practicable as regards certain classes of the leases 
contemplated, a number of them are ntither wise, practicable, or 
workable when applied to certain and important classes of the 
leases contemplated. If it was desireci. and desirable that all 
the legislation proposed with regard to mineral-land leasing 
should be embraced in one bill, each subject matter should have 
been completely treated separl'ttely, except for some few general 



14954 CONGRESSIONAL RECORD--HOUSE. SEPTEMBER 10, 

provisions whirli might apply to all. The conditions surround; 
ing oil-land development, fur instance. and those surrounding 
the mining of coal are so widely different, the various opera­
tions are of such e sentially differing character, that it is im­
possible to frame general provisions relating to operations and 
lea es so dissimiln r that will be wise and practicable as regards 
all cln~ses of leases. 

While under the conditions of withdrawRl which exist it is 
perhaps wise to legislate for the use and disposition of phos­
phate and potassium or sodium deposits, such legislation as 
compared with legislation affecting coal and oil and gas is 
relatiYely unimportant, and I shall therefore confine myself 
principally to the legislation as it affects these latter classes of 
minerals on the public lands. 

WIDEI AOTHORlTY IN s:KCBE'l'ARY OF J.Nl'ElUOB. 

The first and most serious objection to the proposed legisla­
tion is found in the wide, exclusive, and extraordinary discre­
tion which it lodges with the Secret<HY of the Interior, and in 
this all-embrncing discretion is renlized the fears which ha n• so 
strongly tended to make the people of the public-land States 
fearful and suspicious of a Federal leasing policy. 

Except for certain limitations as to acreuge, certain minimum 
rents and royalties. and certain provisions as to the period of 
the tense. or of readjustment of royalties. the Secretary of the 
Interior is given practically unlimited authority as to the grant­
ing and the terms and conditions of leases. One will search the 
bill in vain to find any provision in it which insures to anyone 
under any circumstances the unquestioned right t make a lease. 
The bill contains no provisions under which anyone may know 
prior to the actual signing of a lease and after all preliminaries, 
explorations, and expenditur·es have been made what the rates 
of rents or royalties are to be. and in the case of coal t.Ue ap­
plicant or lessee mny not determine the size or the form of his 
lease, eYen within the limitntions fixed by the stu tute. 

In the case of coal the Secretary of the Interior determines 
within the limitation ot 2.560 acres the ar·ea and the form of the 
h·act to be leased, ::tnd no preliminary period or opportunity for 
prospecting is granted. · The Secretary fixes such minimux:n roy­
alty as be chooses above the minimum of 2 cents a ton fixed in 
the bill, and the lessee must, if he leases, pay the royalty so fixed 
plus such royalty a·s competitil'e bidding m11y estnblish. 

In the case of oil or gas a temporary prospecting permit may 
be granted for 6-to acres. and 10 miles or more from producing 
wells a permit for as much as 2.560 acres may be granted. nnd 
the first di coverer in a new field mRy secure a patent for not 
to exceed 640 acres. Leases are limited to 640 acres. and the 
royalty is to be fixed by the Secretary of the Interior with such 
additional royalty as may be added througb.competitive bidding. 

Jo one person may be directly or indirectly interested in more 
than one lease coYering the same class of mineraL, unless the 
authority grantE-d the Secretary in section 25 to allow subletting 
or assignments may be held to modify this provision. 

Section 25 of the bill grants the Secretary authority to Insert 
in the leuses practically any and eYery provision be may see fit 
or deem necessnry, with reg;ud to the character of mining and 
drilling operations "for the protection of the interest of the 
United States, for the prevention of monopoly, and for the safe­
guarding of the public welfare." These are all highly proper 
purposes to be served, but what suecessh·e Secretaries of the 
Interior might determine cnme within the purYiew of these gen­
eral provisions no one may know or even guess. 

- WIDE DISCRETION NOT NECESSARY. 

It is no doubt necessary to give the Secretary of the Interior 
considerable discretion along certain lines in leasing lE>~islation. 
bnt one must have an exalted and optimistic opinion of the wis-­
dom, virtue, fairness, and unlimited cctpacity for attention to 
details, of. any public official to be willing to lodge with him 
such far-reaching discretionary powers. The prfl.sent Secretary 
of the Interior is. I belie,·e, a wise and well-meaning man. but 
there have been Secretaries and there no doubt will be others 
who some people will insist are not richly endowed with these 
virtues. In any event it ls not the Secretary of the Interior but 
officials under him who will execute a law like this, and discre­
tion thus lodged is in fnct placed in the hands of bureau subor­
dinates rather thlln in the bands of the Secretary. 

It is entirely possible to hnve the details of leasing legislation 
fixed by stntute. It is so fixed in every other country where 
public-leasing legislntion has been had. This ls a government 
of law and should not be allowed to beeome a gove1·nment of 
persons and of personal policies . . The rights of citlzens. claim­
ants, and applicants, their rights and oblig:1 tlons. undetermined 
in this bill, should be made clenr. This should be done in the 
interest not only of those who may seek to operate under the 
law but in the interest of the general public as well. 

The features of tbe legislation to which I haYe referred · are 
those whic· . primnrily interest and affect intending opeTators. 
They are also features of great importance to the ~neral public 
in the localities in which operations will be ·carried on under 
the law, by reason of their effet·t upon deve.lopment. These 
features are also of wide and permanent interest to the people 
of the country generally, by reason of the profound effect they 
would haYe on GoYernment metboo.s of administration and 
because of the danger of unwise or venial exercise of vast 
authority and wide powers of discretion. 

INCOME FROM LEASES. 

I now propose to refer briefly to some features of the pro­
posed legislation which are of primary intere.st and impor­
tance to the States and the communities in which the resources 
lie which it is proposed to lease. I refer to the disposition and 
use propo ed ·to be made of the rents and royalties which are 
to be secured. Under the system for the disposition of the 
public lands containin~ these minerals wh1ch has hitherto pre­
vailed 5 per eent of the cash receipts obtained from thE-m has 
been paid to the States on the theory of pnrtial comrlensation 
for prior loss of taxes, and the lands disposed of immediately 
become taxable and share in the support of local go,·ernment. 
Formerly the remainder of the receipts from public lands went 
lnto the Federal Treasury. but since 1902 these receipts have 
gone into the reclamation fund for the construction of projects 
for the irrigation of lands in the arid .and semiarid portion of 
our country. 

The bill under discussion provides that all rents and royal­
ties paid under its provisions slu'lll become a part of the recla­
mation fund, with the proviso that-

After use thereof In the construction of reclamation works and upon 
return to tbe reclamation fund of any such moneys in the manner pro­
vided by the reclamation aet and acts amendatory thereof and sup­
plemental thereto, 50 per cent of tbe amounts derived from Aueh royal­
ties and rentals so utilized in and returned to the reclamation fund 
shall be paid by the Secretary of the Treasury after the expiration of 
each fiscal .vear to· the State within the boundaties of wb1cb the !eaRed 
lands or deposits are or wet·e located. said monevs to bE> usPd bv such 
State tor the support of public schools or other educational institutions 
or for the constructioQ of public improvements, as the legislature of the 
State may direct. 

Any Federal leasing legislation will, as a mrttter of course, 
deprive the States of the 5 per cent which th€'y would otherwise 
receiYe from sales of lands of th~ character proposed to be 
leased. as such l:mds would not be sold. It would also deprh·e 
the States and communities of the opportunity to tax the lands, 
as they would remain in nationul ownership, and if the leasing 
system became general this wou!d im·oh·e a lo 'S of re,•enue 
which mu t be secured in some other way. I assume that 
nuder the terrus of the bi11 improYements upon the leased lands 
would be locally taxable, but tber~ is a difference of opinion on 
this point, and I understand that a proposed amendment offered. 
in committee for the purpose of making that point clear was 
voted down. That question may therefore be suid to be left 
undetermined. A number of the Western States ha-re a minerul­
ontput tnx. Whether· or not such n tax co'!}ld be le"'ally levied 
and collected on minerals owned by the GoYernment and oper-
!lted under lease is at least a debatable question. . 

If it should develop that either one or both of the e sources 
of local reYenue were closed, the States whose mineral wealth 
was -being depleted under the system proposed would be greatly 
impoverished. and if the system were to be general in its opera­
tion they would eYentually be well-nigh bankrupt under this 
bill which proposes to grant them no part of the income from 
the Federal leases except such portion of them as might sonia 
time in the future be returned to them after they had been n ed 
on reclamation projects and returned through repayments. 
ThE-se returns would not only· be tardy, but .altogether uncertain 
without regard to the success of the reclamation projects, .as I 
shall endeavor to point out. 

PBOVISIONS BAD AT THE BE.ST, 

In order to put the mntter in the best possible light under .tbe 
prortsions contained in the biU ·let us assume for the sake. -ot 
argument that taxes on impro,·ements on the leased property 
and mineral-output taxes on the products of the snme may be 
legally le,·ied and collected. The States and communities would 
still be heaYy lo~P.rs in re,·enues under a leasing system from 
which they recein? directly no shnre of the royalities. as com­
pared with a system of prinlte ownershi(J. With Lands in pri­
ntte ownership the States and communities directly and indi­
rectly, iu addition to improvement and mineral-output taxes 
where such exist, are able to. and do. reach. tlssess. and tax the 
v-nluE>s which are im·ested In or represented by the nctunl real 
property. the land and its contents. Wbere mineral-output 
taxes relieve in whole or tn part from a dlect tax on the land 
and its contents, such taxes are to that extent eqUivalent to a tax 
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on royalties, as is clearly demonstrated by the fact that where 
operators le:tse from private parties the burden of the output 
tax is recognized as affecting the royalty values. . 

As I have heretofore indicated, one of the most potent, if not 
the most convincing, arguments tending to incline people in the 

, Stutes affected by this ·legislation to view leasing with favor 
bas been thnt under such a system they could properly hope for 
and expect a larger return to the communiti~s, to aid in car_ry­
iug the burdens of government and in makmg permanent tm­
pro,·ements. such as roads and bri~ges, than th~y have _gen­
erally received under a system of pr~vate ownership. If diS?-P­
pointed in this hope and expectatiOn, then Federal leasmg 
represents nothing to them but Federal interference and Federal 
exploitation. · 

ROiALTIES THE CREAM OF MIXE:RAL YALUES. 

Royalties represent the cream of the mineral valu~s, the _un­
earned increment in which under all proper rules the Immediate 
community is entitled to share. In many portions of the coun­
try coal and oil operations are carried on to a consi~erable 
extent under private leases. The farmer or landowner m that 
e'\ent pays directly in taxes on the land a portion of his_ 
royalties and the remainder is largely invested in the com­
munity, still further aiding in its development and supp~rt. 
Where the operator owns his property in fee the commnmty 
taxes his investment in lands and deposits as well as his im­
proYements. either directly or indirectly, through an output tax, 
and generally in both of these ways. In other words, elsewhere 
in the Union the community shares in the element of value 
which in the case of a Federal lease is represented by the royalty. 
It is now coolly proposed that the Western States, over which 
the proposed law is to operate, shall be deprived of these 
benefits. 

I have repeatedly stated that the West had hoped that what­
eYer the handicRps inevitable to bureaucratic control they 
might be, at least partly, minimized by definite legislative 
declarations as to the rights -and obligations of lessees and 
operators, and that through larger benefits to the communities 
in return for the mineml resources as they in the returns 
from royalties, they might be recompensed for less ra pid de­
velopment than under private ownership. This bill bitterly 
clisnppoints those hopes and expectations. The cream is skimmed 
off and the skim milk left the States and communities. 

PROPER DISPOSITION OF ROYALTIES. 

The coal and oil leasing bills which I introduced and which I 
h:we heretofore referred to, P.rovided that all sums obtained from 
rents and royalties should be paid to the States in which they 
were collected, the use and disposition of the same to be pro­
video for by the State legislature. A fairly equitable distribu­
tion by the legislature would be one-half to the counties fot: the 
benefit of the communities where the royalties were produced 
and one-half equitably distributed through the State for schools 
and roads. · 

Instend of this helpful plan, based on the equities of local 
and Stnte claims, the bill under discussion gives the States and 
communities no portions of the rents and royalties directly or 
within any reasonable period, if at all. 

It has been. and i-t wi II be claimed in defense of the provisions 
of the bill, that the Stutes affected and interested receiYe all 
of the rents and royalties, because they are to cover into the 
fund ,.which reclaims western lands. Those who seriously and 
in good faith make thjs argument as a justification for refusing 
to giYe the Stntes and communities where the rents «nd royal­
ties are gathered any portion of them directly and Immediately 
must do so throu~h misapprehension of the situation and of the 
effect of the policy they adYocate. 

Our western people ha,-e a lively and abiding interest in the 
reclauwtion fund. They desire to have it replenished and 
utilized in tlle construction of rec'lamation projects, but they 
can not be con\'inred thnt a large number of western com­
munities should. be depri\·e<l of necessary and essential revenues 
in order thn t some western communities may be benefited by 
national reclamation. 

RECLA:\1<\TIO:-l FUXD NOT DEPEXDE~T 0~ THESE FU~DS. 

Our people realize that such a procedure is as unnecessary as 
it "·ould !Je unwise and inequitable. The reclamation fund 
is supplied by the t1rocee(1s arising out of the sale and dis­
position -of pub! ic lnnds, and but a small proportion of these 

·proceeds has come ·from the sale of coal and oil lands. The 
total receipt:-; from public l110ds turned in to the reclnmation 
fund ft·om 1901 to 1013, inclusive, hns been over $80,000,000, 
of which sum less than fifty-seven millions came from the sale of 
oil and coal lands. Tbe reclamation ·fund does not, therefore, 
d€pend to any considerable extent upon income from these 
sources, but will continue to be supplied from the sale and dis-

position of other classes of lands, which are estimated for the 
future at about $7,000,000 per annum. Furthermore, the recla­
mation fund will from now on be increasingly augmented 
through repayments into the reclamation fund. 

The gross inequity of the plan of turning all rents and royal­
ties from leasing into the reclamation fund is apparent upon 
the slightest consideration of the situation. To turn the pro­
ceeds of land sales above the 5 per cei:l.t which goes to the 
States into the reclamation fund is equitable, for the lands 
sold become taxable and the communities and States receive 
their support therefrom. On the contrary, the leasehold pre­
vents sales and prevents the taxation of the mineral values in 
the property. Without the rents and royalties the commu­
nities would be deprived of that income so necessary where min· 
eral development is going on to build and maintain schools, and 
large sums are needed for roads. 

In view of this state of affairs it would be a gross injustice 
to divert all of the rents and royalties into the reclamation 
fund, even though the fund were to a considerable extent need­
ing and dependent upon this source of income, which it is 
not. Irrigation is highly useful and valuable, the reclamation 
of lands under national projects is highly beneficial; but an 
interior county in Wyoming, for instance, deprived of the 
benefits they should receive from mining development in their 
midst to help build schools and roads and to · carry on 
affairs of government, could scarcely be expected to be recon­
ciled to their loss of revenue' because it was being used to 
build an irrigation project in Texas. They could scarcely be 
expected to be happy, even though their revenues were being 
used no farther away than in Montana, or even several hun­
dred miles away in their own State. 

The point of it all is that if rents and royalties are to be col­
lected by the Government from lands within the States, those 
rents and royalties should, in the main, go, first, to the immedi­
ate community and, second, to the State. Reclamation projects, 
beneficial as they are, affect but a very small proportion or per­
centage of the people of any State, and he is not a friend of the 
West who would tax development in the West to a burdensome 
extent even for this worthy purpose. It might under all the 
circumstances be proper to divert a portion of these rents and 
royalties· into the reclamation fund-enough to compensate the 
fund in the long run for loss through discontinuance of sales. 
At the outside this would be less than half the amount of the 
rents and royalties. 

RETURNS WOULD BE LO!\'G DELAYED. 

The friends of the bill in question defend it by pointing to 
the _paragraph which I have quoted, which proposes that the 
royalties and rentals, after first being used in the construction 
of reclamation works and repaid to the fund, shall, to the extent 
of 50 per cent of the receipts. be returned to the State where 
they originated. This is a real joker, though it is our duty, I 
presume. to assume ·that it was proposed in seriousness and in 
good faith. This provision has already been used as an argu­
ment against the extension of reclamation payments and de­
fended on the ground that the States in which mineral resources 
are located have no special claim on them and no particular 
cause for complaint if they never receive any part of the rents 
and royalties. I defy anyone to intelligently diagram the pro­
cedure through which a dollar, paid into the reclamation fund at 
a given time, may be so tagged and identified that it shall be 
known whether it goes into a $10.000,000 project in Texas, an 
$8,000,000 project in Idaho, or when it is repaid. 

Assuming, for the sake of argument, that a system of book­
keeping could be devised which would make the plan proposed 
practicable, the delay before communities received any benefits 
would be intolerable. Several years might elapse after the 
money got into the reclamation fund before it was utilized or 
expended. Several more years might elapse 'Qefore the project 
was opened and payments began. The period of payments 
should be 20 years, and will be when a bill which bas passed 
the Senate and been reported in the House becomes a law. It 
might therefore be 25 years, or even more, before money recei'\ed 
as rents and royalties from a given State and paid i·nto the 
reclamation fund would be returned to the State. In the mean­
time the communities and the States in which development was 
going on, necessitating a large outlay for public purposes, would 
be bearing this heavy burden, while large sums obtuined in the 
development of their mineral resources were being used for the 
development of communities hundreds or e'\en thousands of 
miles away. 

Many of the provisions of the bill in question are, in my 
opinion, subject to criticism and should be amended or elimi­
nated. The plan of leaving the entire question of royalties to 
the Secret_ary of the Interior to be further increased, if pos­
sible, by bidding, is subject to the gra-rest abuse, and, coupled 
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with a denial of :ill benefits to the localities atl'ected, constitutes 
a system of exploitation worthy of the most grasping of ab­
sentee landlords. The bill abounds in objectionable features of 
deta il, but the great and p11 rnmount objection to it lie in the 
features which, tuken together, vest extraordinary and danger­
ous powers in a Government depnrtm.ent and those which dh·ert 
needed re,·ennes from the communities and the States from 
which they are obtained. Leasing legislation should define the 
rights granted and fix at least the important features of the 
contract between the Government and the operator. It should 
also be of substnntial benefit to the communities and the Stntes 
in pronding funds for schools, roads, and other es. entia! public 
purposes. The bill in question should be amended to conform 
to these needs and requirements of the situation. 

:Mr. LE~ROOT. 1\lr. Chairman. I yield the gentleman 10 
minutes more. 

Mr. DO~OVAN. Mr. Chairman, I make the point of order 
that there is no quorum present. 

l\lr. FERRIS. Mr. Chairman, I moYe that the committee do 
now rise. 

The moti.on was agreed to. 
Accordingly the committee rose; and the Speaker baring re- . 

sumed the. chair, Mr. FITzGERALD, Chairman of the Committee 
of the Whole Ron e on the state of the Union, t•eported thnt 
that committee bad bad onder consideration the bill H. R. 16136 
and bad come to no resolution thereon. 

SIXTH INTERNATIONAL SANITARY CONFERENCE, MONTEVIDEO, 
U.RUGUAY. 

Mr. ADAMSON. 1\fr. Speaker, I renew my request for unani­
mous consent for the present consideration "Of Senate joint 
resolution 166, authorizing the President to. designate two otli­
cer connected with the Public Health Sen-ice to represent the 
United States a t the Sixth International Sanitary Conference 
of American States to be held at Montevideo, Uruguay, in 
December, 1914. and makjng npproprhttion to pay the expenses 

. of said representath·e , and for other purposes. 
'!'be SPEAKER The Clerk V,rill report the resolution. 
The Clerk rend the resolution, ns follows: 
Resolted, etc., That the President be, and be Is hereby, anthorized to 

appoint ot· designate two otl:ice rs of 1 hP UnltPd StatPS connected with 
the Public Healt h Service to t·epresent the United States In the Sixth 
Inter national ~anitary Conference of American States, to be held at 
the city of MontE'vitl l'o, Umguay, in Dt>cembe1·, l!l14: and to pay the 
n PcE' a:·y E'Xpenses of s·tld representatives In att!"nding said confet·ence, 
including the expenses of as emblln~ the nece -ary data and of the prE'pa­
ration of a report, the sum of 2,000, or so much thereof as may hP 
necessary, is hereby appropriated. 

The SPEAKER. Is there objection? 
1\Ir. DO~O'.~AX I object. 
Mr. ADA..\!SON. 1\ir. Speaker, I hope tbe gentleman will 

withhold his objection--
Mr. DO~OVAX Mr. Speaker, I am going to oppose all ap. 

propriations when we are about to pass a war measure. 
The SPEAKER. Does the gentleman object? 
Mr. DO~OV fu.~. I object. 

GRAND ARMY OF THE REPUBLIC. 

Mr. BAlll\TRART. Mr. Speaker, I ask unanimous consent to 
take from the Speaker's table House concurrent resolution 42, 
with Senate amendments thereto, and to consider the same at 
this time. . 

The SPEAKER. The Clerk will report the resolution. 
The Clerk read as follows: 

Bou. e concurrent resolution 42. 
R esoh;ed by the Houxe (Jf Repre. entatil:es (the Senate concurring\, 

That there ball be f.Jt'inted as a l-IouRe document 1.100 copies of the 
joumal of tht> fot·ty-ei gbth national · encampment of the Grand Army o! 
the Republic for the year l!H4, not to exceed $1,600 ln cost. 

With the following amendments: 
Line 3, str1ke out the word "one" and Insert the word "five." 
UnE' 6, strike out the figures "$1,600" and in ert the figures 

~· $1.700." 
L ine 6, after the worfl " r.ost." add the following: 
" With illu strations, 1.000 copies of which shall be for the use o! the 

House and 500 for the u 'e of the Senate." 
The SPEAVEll. Is there objection? 
1\Ir. STAFFORD. Air. Speaker; reserving the right to object, 

I would like to inquire the cost that this will entail on the 
National GoYermneut? 

.Mr. B.AH~IL-\RT. l\lr. Speaker, I will explain that this is a 
Honse resolu t ion thHt · went to the Senate. and it will incur fin 
expenditure of $1.700. It is a pro,·ision for the rmblicntion of 
the nnnnnl report. or ra ther the minute of the national eneamp­
ment of the Grnnd .Army of the Republic. 

1.\Ir. STAFFORD. I remember when it was brought in the 
House under onnnimous consent, ancl I was present at that 
tim~; no objection was i·nised at thnt time, but I believe at the 

j:ime no estimate was made as to the cost--

hir. BARl\"HART. Yes; there was. 
~r. STAFFORD (continuing) . Occasioned by the publication. 
1\fr. BAR~HART. Yes; it wns $1.600. 
The SPEAKER. Is there objection? 
Mr. RAKER. 1\fr. Spea ker, re effing the ri~ht to object. 

knowing my friend's well-known ideas upon chair warming, I 
wondered whether or not this legislntion ought to be passed 
under the circumstances with o few in attendance. 

The SPEAKER. Is there objection 1 · [After a pause.] The 
Chair hears none. 

The Senate amendments were agreed to. 
The question wns taken, and the concurrent resolution as 

amended was passed. 

DRESS AND WAIST INDUSTRY, NEW YO.RK. 

Mr. BAR~"HART. 1\Ir. Speaker, I send to tb~ Clerk's desk 
the following pri vileged resolution, and ask for its immediate 
consideration. 

The SPEAKER. The Clerk will report the resolution. 
Th_e Clerk read as follows: 

House concurrent resolution 46 (H. Rept. 1151). 
Resol1:ed by the Hou.'le of Rep,·e.<~entati tes (the enate concurring) 

That there be printed 20.000 addltloual copies of Bouse Document No: 
9:{!}, Sixty-third C(;n ,!~Tes . . Wages and Re(\'ulat·ity of Employment in the 
Dress :J..Dd Waist Industry in New Yot·k City, and 20.000 additiont\l 
copies o! llouse Docut:nent No. DOS. Sixty-third Congress. being Con· 
clllation, Arbitration. a od Sanitation in the Dres and Waist Indust1·y 
in !.'\ew York City; that 15.000 copies of' each of aid documents ba 
placed In tbe Hou e document room for use of Members and 5,000 
placed ·tn tbe Senate document room for the use of Senator . 

Mr. MADDE..~. 1\lr. Speaker, it seems to me we ought to 
baxe these documents credited to Members o that we cHn all 
have them. As it is somebody will get all of the e documents, 
as they all go to the document room and they will be taken 
out and sent into one district. · 

Mr. BA.Ri\"HART. I will state to the gentleman that the com· 
mittee had that fully under consideration, and will explnin in 3 
brief way that these are articles of agreement between tho 
l<lboring people and the dress and waist makers of Xew York 
City by which they bnve ma intained industrial peace for four 
years as it bas not been done anywhere el e in the { nited 
Stntes, and it i belie•ed it is a foundation for a plan whereby 
industrial peace may be promoted e>erywhere, and th:1t by 
sending them to the document room Member cnn 12:et them 
and send them out; but if they are sent to the folding room · 
they will go into many districts where there are no industrial 
concerns. 

1111·. MADDEN. I did not know there were any districts in 
the United States where they bnd no industri nl concerns. I :::m 
glad to hear the gentleman gi •e the information. 

Mr. BAR?\ 'HART. I mean comparati >ely few; there are 
such districts. 

1\fr. MADDEN. It seems to me it is not fair to put them in 
the doc.ument room and let orne one man go find tnke fill of 
them. They ought to be put at the disposition of the :\lembers, 
because every l\lember f the House has some laboring people 
in his district to whom be would like to give thi information, 
and he "ilJ not he able to get it. 

l\1r. BAR~HAHT. The misfortune about it is, 1\Ir. Spenker, 
thnt the committee's information is that in many instnnce.· of 
this kind Members "·ill pe_rmit these documents to lie there nnd 
nobody wiU get the benefit of them. where11s if the labor nninns 
cnn get somt> of the documents and the manufnctnrers some 
they \\ill hroadcM~t them nil over the country, and in that way 
the pubHcatlon will be of ine timable value. 

l\Ir. MADDE)J. My experience hn been thjs: There hnve 
frequently been important pnblic d()('uments asslgnerl to tlle 
document room, just ris this bilJ propose~ these documents sbull 
be a ssigned, aml I b:n-e been anxious to get some of those 
(jocumPnts to send out to people who are interested in the . nb­
ject and I bnve inYariably fonnd myself nnnble to p;et them. 
8omebo11y wbn bnd more influence that I bad or wus quicker 
woulcl get to the docuwent room before I could nnd tbey wonld 
~et tberu aJI. and then I would ba\·e to go nnrl beg oue or two 
from those who got them, Hurl unless this bill pro\1. rles for a 
proper distribution of the documents I shall object to its con­
sideration. 

Mr. BAll:\~ART. Well, 1\Ir. Speaker, it is a privileged reso­
lution nnd t:lle gentleman could not object. 

l\lr. l\L-\DDEX I cnn object to it ~on ideration now; there 
is nobody here to pass this bill. a the gentleman knows. 

The SPEAKER. DoPs the gentleman from IHinois [Mr. MAD­
DEN] offer an muendrueot, or not? 

:Mr. MADDEN. I would like to suggest an amendment, but I 
do not want to offer one. 

"!'be SPEAKER. Does the gentleman from Indiana [Mr. · 
BABNRABT] offer an amendment? 

\ 
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:Mr. BARl\"HA..RT. No. 
:Mr. MADDEN. Then, Mr. Speaker, I object. 
Mr. STAFFORD. Mr. Speaker, will the gentleman permit _an 

amendment along the line suggested by the gentleman from 
Dlinois [Mr. MADDEN]? 

1\Ir. BARNHART. 'Tile gentleman can amend it, but I do not 
care to suggest an arnendm~nt here after we have very care­
fully considered the whole matter in committee. Here is a 
question of informati..Jn of great importance to industrial insti­
tutions; and we thought we would have this document published 
and distributed in such a way that those organizations could 
send them out and use them. 

Mr. STAFFORD. 1\fr. Speaker, I offer the following amend­
ment at the end of the resolution: 

P1·ovided, That 12,000 copies of each of said documents shall be for 
the use of the Members of the House, to be placed ln the folding room, 
and 4,000 copies of each document shall be tor the use of the Senate. 

The SPEAKER. Has the gentleman got-his amendment writ­
ten out? 

Mr. STAFFORD. No; I have not. 
The SPEAKER. The Clerk will report the amendment offered 

by the gentleman from Wisconsin [Mr. STAFFORD]. 
The Clerk read as follows: 
Amend, at the end of the resolution, by adding the following: 
u Provided, That 12,000 of each of the documents be placed in the 

folding room for the use ot' the Member:s ot the House"' and 41000 be 
placed in the Senate document room for the use of the ~nate.' 

The SPEAKER. The question is on ag1·eeing to the amend­
ment. 

The amendment was agreed to. 
The SPEAKER. The question is on agreeing to the resolu­

tion as amended. 
Mr. FITZGERALD. Mr. Speaker, the way the resolution 

reads now it provides that 4,000 of these documents shall be 
placed in the Senate folding room and 5,000 in the document 
room, and there are only 5,000 allowed to the Senate altogether. 

The SPEAKER. That will have to be remodeled or it will 
vitiate the whole resolution. 

1\lr. BARNHART. I trust the gentleman will permit the reso­
lution to go through as it is. 

Mr. FITZGERALD. Let me say, Mr. Speaker, that this docu­
ment, as I recaU--

Mr. STAFFORD. :Mr. Speaker, will the gentleman yield? 
1\lr. FITZGERALD. Let me make this statement first. '.rhis 

document will be of pecuUar value to the employees of the 
particular industries mentioned by the gentleman from Indiana. 
The conclitions under which they are employed are very different 
from the conditions under which men and women in most other 
industries are employed. 

There are a few sections of the country, notably around the 
city of New York and around the city of Chicago and one or 
two of the other great centers of population, where there will 
be perhaps a considerable demand for the documents. Out­
side of those particular sections I doubt if there will be any 
demand for them at all. I think it is that situation that the 
gentleman from Indiana [Mr. BARNHABT] had in mind. For 
instance, in the city of New York the dress and waist workers 
are congregated in the lofts of buildings, mostly on Fifth 
Avenue. They are not scattered all through the city. 

1\lr. STAFFORD. Will not those documents be just as valu­
able to the textile operatives in my city and in St. Paul and 
Minneapolis and in other manufacturing cities as they are in 
the gentleman's own city? 

Mr. FI'l'ZGERALD. I doubt it. It is a peculiar condition 
surrounding these industries. This agreement has been made, 
by which the employees and employers have some cooperative 
system. They think that the printing of this document and the 
circulation of it among the persons engaged in these particular 
industries will conduce to the preservation of peace between the 
operatives and the employers. A committee representing the 
employees and the employers and some disinterested associa­
tion called upon me recently and explained the situation. 

1\Ir. STAFFORD. Mr. Speaker, I ask unanimous consent 
that the vote whereby the amendment to the resolution was 
adopted be reconsidered. 

The SPEAKER. Is there objection to the gentleman's re­
quest? [After a pause.] The Chair hears none. The vote 
is on the amendment of the gentleman from Wisconsin. 

Mr. STAFFORD. I withdraw the amendment. 
1\Ir. MADDEN. I withdraw my objection to the consideration 

of the bill. 
The SPEAKER. The gentleman from Tilinois withdraws his 

objection. He does not haye to withdraw it, because it is not 
in order to object. 

.Mr. .MADDEX. It woulu be in order with the number of 
I>eople that are present. 

The SPEAKER. Of cours-e the gentleman c011ld raise the 
point of DO' quorum, but this is not a matter to be considered by 
unanimous consent. The question is on agreeing to the reso­
lution. 

The resolution was agreed to. 
SIXTH INTERNATIONAL SANITARY CONFERENCE, MONTEVIDEO, 

URUGUAY. 

Mr . .ADAMSON. Mr. Speaker~ I am authorized to r~ew my 
request for the consideration of Senate joint. resolution 166, 
authorizing the President to designate two officers connected 
with the PubUc Health Service to represent the United States 
at the Sixth International Sanitary Conference of American 
States, to be held at Montevideo, Uruguay, in December, 1914, 
and making an appropriation to pay the expenses of said repre­
sentatives, and for other purposes. 

'l'he SPEAKER. The Clerk will report the' joint resolution. 
The Clerk read the joint resolution, for te.xt of which see 

above. 
The SPEAKER. Is there objection? 
Mr. MADDEN. Reserving the right to object, Mr. Speaker, 

I want to say that I am not going to objec~ but I think, in 
face of the fact that the President of the United States was here 
the ·other day to recommend the enactment of a law to raise 
$100.000,000 of additional revenue to run the Government, we 
ought to cut out all these extraordinary,_ useless expenses-. I 
understand the Democratic members of the Ways and Means 
COmmittee have- decided to levy an additional 3 per cent tax on 
freight rates I do not know whether that is true or not, but 
if it is true, with the already increased cost: of living, caused 
by the extravagant expenditure of money as the result of a 
Democratic administJ;ation~ this is simply going to add that 
much to the cost of living. Eight or- ten years ago the freight 
rates of the United States cost each family of five people $82 
a year. And then in the next five years that in~reased to $107. 
Then it increased to $127, and now it is over $150 per annum 
for a family. Now, when you add to that this 3 pm· cent a.s 
extraordinary revenue for the conduct of the Government ot 
the United States to the already excessive cost of living you 
are not going to have anybody very much pleased about it. So 
I say in the face of this situation all these expenditures such· 
as are provided for in this joint resolution ought to be cut out: 
But I am not going to object. l simply rose for the purpose of 
making these remarks. 

Mr. F ARR. How much has. this increase in freight rates· to 
the average family been in the last four years? 

Mr. MADDEN. It continues to grow out of all proportion to 
the income of the people, and this proposed tax will undoubt­
edly make it reach more than $160 per :family per annum. 

1\Ir. ADAMSON. The protection of our health is one of the 
great reasons for raising revenue. 

1\Ir. MADDEN. We. shall not learn how to do that in Mon­
tevideo. 

The SPEAKER. Is there objection to the present considera­
tion of the joint resolution? 

There was no objection. 
Mr. ADAMSON. Mr. Speaker, I offer the following amend .. 

ment. 
The SPEAKER. The gentleman from Georgia offers an 

amendment, which will be reported by the Clerk. · 
The Clerk read as follows: 
Amend, on page 2, by adding, at the end of line 6. the following: 

•• out of any money In the Treasury not otherwise appropriated." 

The amendment was agreed to. 
llr. FITZGERALD. !.lr. Speaker, this provides for the ap­

pointment of two officers of the Public Health Service to attend 
the sixth annual sanitary conference. My understanding is 
that the Surgeon General of the Public Health Senice is the 
president of this conference. 

1\:h·. ADAMSON. That is tiue. 
Mr. FITZGERALD. This resolution proposes to appropria.te 

$2,000 to defray the expense of preparing the necessary data. 
and the collection of the material that the United States will 
properly send to this conference, and to pay the expenses of 
the Surgeon General and one of his associates. It seems to me 
it is highly proper that the United States should dO' that much. 

Mr. ADAMSON. I will add that this Congress. is to convene 
in December. The Government o! Uruguay acquiesces in it 
and helps support it, and all of the Ame~ican Governments have 
contributed to it. 

The SPEAKER. The question is on agreeing to the amend· 
ment. 

The question was taken, and the amendment was agreed tor 
The Senate joint resolution was agreed tO\ 
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On motion of 1\Ir. ADAMSON, a motion to reconsider the vote 
"·hereby the resolution was agreed to was laid on the table. 

ORDER OF BUSINESS. 

Mr. FERRIS. Mr. Speaker, I ask unanimous consent that 
to-morrow, after the reading of the Journal, the bill (H. R. 
16136) to authorize exploration for and disposition of coal, 
phosphate, oil, gas, potassium, or sodium, may be considered, 
with the understanding that if there are any pension bills to 
come up they shall be first disposed of. I am informed that 
there is uotlling on the calendar from the Pension Committees. 

l\Ir. MADDEN. Reserving the right to object, it may be that 
the Committee on Claims will ha"Ve something. 

Mr. FERRIS. It is not claims day. To-morrow is pension 
day. 

l\Ir. MADDEN. If. then, the request does not interfere with 
pensions. I will not object. 

The SPEAKER. The gentleman from Oklahoma asks unani­
mous consent that, notwithstanding to-morrow is Friday, im­
mediately after the reading of the Journal the bill H. R. 16136, 
which h~s been under consideration to-day, shall be in order, 
provided that pension bills, if any, may first be disposed of. 
Is there objection? 

1\fr . . 1\IADDEN. I object. 

ADJOURNMENT. 

Mr. Ul\-ruERWOOD. Mr. Speaker, I move that the House do 
now adjourn. 

The motion was agreed to; accordingly (at 5 o'clock and 42 
minutes p. m.) the House adjourned until to-morrow, Friday, 
September 11, 1914, at 12 o'clock noon. 

EXECUTIVE COMMUNICATIONS. 

Under clause 2 of Rule_XXIV, executive communications were 
taken from the Speaker's table and referred as follows: 

l. A letter from the Secretary of War, transmitting, with a 
letter from the Chief of Engineers, report on preliminary ex­
amimrtion of Tug and Levisa Forks of Big Saudy River. Ky. 
and W. Va. (H. Doc. No. 1159); to the Committee on Rivers 
and Harbors and ordered to be printed. 
· 2. A letter from the Secretary of War, transmitting, with a 
letter from the Chief of Engineers, reports on preliminary ex­
am.ination and snney of Mokelumne River, Cal .. with a view 
of its improvement from the Galt-New Hope Bridge to a point 
at or near Woodbridge (H. Doc. No. 1160); to the Committee 
on Rivers and Harbors and ordered to be printed, with illus­
trations. 

3. A letter !rom the Secretary of the 'l'reasury. requesting 
the immediate passage of a joint resolution by Congress au­
thorizing the temporary employment of and payment of com­
pensation to such number of money counters and otller em­
ployees as may be nacessary in connection with the issuance 
and redemption of additional currency _under the provisions of 
the act of Congress approved May 30, 1008 (35 Stat., 552). and 
amendments thereto (H. Doc. No. 1161); to the Committee 
on Appropriations and ordered to be printed. 

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS. 

Under clause 3 of Rule XXII, bills, resolutions, and memorials 
were introduced and severally referred as follows: 

By Mr. PAGE of North Carolina: A bill (H. R. 18732) to 
amend section 98 ot an act entitled "An act to codify, revise, 
and amend the laws relating to the judiciary," approved 1\Iarch 
3, 1911; to the Committee on the Judiciary. 

By Mr. KITCHIN: A bill (H. R. 18733) to amend section 98 
of an act entitled "An act to codify, revise, and amend the laws 
rehting to the judiciary," approved l\farch 3, 1911; to the Com­
mittee on the Judiciary. 

By 1\lr. STEPHENS of Texas: A bill (H. R. 18734) to repen1 
section 2039 of the Revised Statutes of the UnHed States and 
other lnws relating to the Board of Indian Commissioners; to 
the Committee on Indian Affairs. 

By Mr. CLANCY: A bill (H. R. 18735) authorizing the allot­
ment in se,eraity of Indian lands in New York State, and for 
other purposes; to the Committee on Indian Affairs. 

By 1\Jr. HOBSON: Joint resolution (H. J. Res. 343) request­
:lng the President to confer with the Go,ernments of the world 
with a view to issuing a call for the Third Peace Conference 
to be held in regular ession in San Francisco in 1015 and in 
extra session in Washington at the earliest practicable date; to 
the Committee on Foreign Affairs. 

By Mr. GOODWIN of Arkansas: Joint resolution (H. J. Res. 
344) for the appointment of a national marketing commission; 
to the Committee on Agriculture, 

By 1\Ir. BROUSSAnD: Resolution (H. Res. 618) authorizing 
the expenditure of not exceeding $250 out of the contingent 
fund in the investigation of the National '.rraining School fot· 
Boys; to the Committee on Accounts. 

By 1\Ir. HEFLIN: Resolution (H. Res. 619) providing for 
toilet and rest rooms for women and children in Statuary Hall; 
to the Committee on Accounts. 

By 1\lr. FIELDS: Resolution (H. Res. 620) to print 1G,OOO 
copies of Educational Bulletin, No. 20, 1913, illiteracy in the 
United States and an Experiment for Its Elimination;- to the 
Committee on Printing. 

PRIVATE BILLS ,A.~-rn RESOLUTIONS. 
Under clause 1 of Rule XXII, priYate bills and resolutions 

were introduced and severally referred as follows: 
By 1\lr. COX: A bill "(H. H. 18736) granting an increase of 

pension to Charles E. Lampheare; to the Committee on Invnlid 
Pensions. 

By l\1r. HARRISON (by request) : A bill (H. R. 18737) to 
muster out and grant an honorable discharge to John Williams; 
to the Committee on Military Affairs. 

By Mr. KEN~"'EDY of Connecticut: A bill (H. R. 1873 ) 
granting an honorable discharge to Wales Porter; to the Com­
mittee on Military Affairs. 

By l\1r. KINKAID of Nebraska: A bill (H. R. 18739) grant­
ing an increase of pension to Charles T. Crawford; to the Com­
mittee on Invalid Pensions. 

Also, a bill (H. R. 18740) granting an increase of pension to 
Henry Fleming; to the Committee on In>alid Pensions. 

Also, a bill (H. R. 18741) granting an increase of pension to 
John Pope; to the Committee on Invalid Pensions. 

By Mr. PETERSO~: A bill (H. R. 18742) granting an in­
crease of pension to Ida B. Fuller; to the Committee on Invalid 
Pensions. 

By l\Ir. REED: A bill (H. R. 18743) granting an increase of 
pension to Thomas L. Hoitt; to the Committee on Invalid Pen­
sions. 

By l\Ir. SELDOMRIDGE: A bill (H. R. 18744) granting a 
pension to Maria Akels ;· to the Committee on Invalid Pen ions. 

By 1\fr. LAFFERTY: Joint resolution (H. J. Res. 342) to 
correct an error in H. R. 12014; to the Committee on Invalid 
Pensions. 

PETITIONS, ETC. 
Under clam:,e 1 of Rule XXII, petitions and papers were laid 

on the Clerk's desk and referred as follow&: 
By the SPEAKER (by request) : Petitions relative to the 

high cost of living, presented by the 1\Iusicians' Protective 
Union, Local No. 101, American Federation of Musicians, of · 
Dayton, Ohio; to the Committee on Ways and Means. 

Also (by request), petition of the United Pre&byterian Pres­
bytery of Indiana, against polygamy in the United States; to 
the Committee on the Judiciary. 

By Mr. BRUCKNER: Petition of W. H. Marshall, New York, 
and Merchants' Association of New York, favoring bill providing 
bureau of legislative reference; to the Committee on the 
Library. 

Also, petition of R. C. Williams & Co., New York, against 
H. R. 9832, requiring all labels to bear the year of packing; to 
the Committee on Interstate and Foreign Commerce. 

Also, petition of George A. Post, president Railway Business 
Association, f~woring establishment of bureau of legislative 
reference; to the Committee on the Library. 

Also, petition of G. L. Leach, New York, favoring H. R. 1672, 
to pension sunivors of early Indian wars; to the Committee on 
Pensions. · 

By Mr. BURKE of Wisconsin: Petition of H. Rutz and £l2 
other citizens of Watertown, Wis., against increased tax ou 
cigars; to the Committee on Ways and Means. 

By Mr. DO NOV AN: Petition of citizens of Danbury, Conn., 
under auspices of the Socialist Party, favoring a<lmini tration 
by. the Government of food &upply during war in Europe; to the 
Committee on Interstate and Foreign Commerce. 

By Mr. FOSTER: Petition of citizens of Illinoi , favoring 
Senate joint resolution 144, to settle North Pole contro>ersy; to 
the Committee on Naval Affairs. 

By Mr. GARNER: Petition of citizens of fifteenlh congres­
sional district of Texas, favoring Henry bill to lend money to 
farmers on cotton; to the Committee on Banking and Currency. 

By Mr. JOHNSO~ of Washington ·: Petition of citizens of 
Port Ange1e&, Wash., against national prohibition; to the Com­
mittee on Rules. 

Also, petition of cltizePc; of Washington, favoring national 
prohibition; to the Committee on Rules. 
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By Mr. KEl\""NEDY of Iowa: Petition of K . K. K. Medicine 

do., of Keokuk, Iowa, against a tax on proprietary medicines; 
to the Committee on Ways and Means. 

By Mr. KENNEDY-of Rhode Island: Petition of committee of 
wholesale liquor dealers of Rhode Island; against additional tax 
on rectified spirits; to the Committee on Ways and Means. 

By lllr. :.t\I.ADDEN: Petition of citizens of Chicago, Ill., against 
additional tax on cignrs; to the Committee on Ways and Means. 

By Mr. O"SHA.UNESSY: Petition of J. E. Cox, of Providence, 
R. I., favoring amendment to H. R. 15902; to the Committee on 
Printing. · · 

By l\Ir. STEPHENS of Nebraska: Petition of business men of 
third Nebraska district, favoring H. R. 5308, to tax mail-order 
houses; to the Committee on Ways and Means. 

SENATE. 
FRIDAY, September 11, 1914. 

(Legislative day of Sa#twday, Septembet· 5. 1911,.) 

The Senate reassembled at 11 o'clock a. m., on the expiration 
of the recess. 

RECORD OF CAPT. JOHN HENRY GIBBONS. 

Mr. SMITH of Michigan. Mr. President, I ask unanimous 
consent to have printed in the RECORD the record of Capt. John 
Henry Gibbons, United States Navy. It is not very elaborate, 
but it is very important. I am sure there will be no objection 
to it. 

The VICE PRESIDENT. Without objection, it is so ordered. 
The matter referred to is as follows: 

RECORD OF JOHN H E::OORY GIBBONS, CAPTAIN, UNITED STATES NAVY. 

Capt. John H. Gibbons was appointed to the Naval Academy as n 
cadet midshipman on September 18, 1875, gradunting in 1879. 

His first assignment to duty ( 1879-1881) was to the U. S. S. Adams, 
Pacific Station, wher·e most of the cruising was spent off the coast of 
Peru, during the war between Peru and Chile. 

In 1881 he was promoted to passed midshipman, and from this time 
to 1885 he was attached to the training ships New Hampshire and 
Jamestown, during which time the Jamest own made a trip around Cape 
Horn and other long eruises. . 

He was promoted to ensign (junior grade) in l\Iarcht.1883, and to 
ensign in 1884. In 1885 be was ordered to duty at the Naval Observa­
tory, Washington. after which until 1888. be served as instructor· of 
midshipmen at the Naval Academy, in the department of English, his­
tory, and law, spending the summer as instructor in navigation for 
midshipmen on the practice ship Constellation. 

In 1888 be served on the U. S. S. Mohican and later in that year 
on the U. S. S. Vandalia. where be was commended for gallantry during 
the hurricane at Apia, Samoa, as shown by the following letter from 
the commanding officer of the Vandalia ~ 

rr'o the Han. B. F. TRACY, 
Secretary of the Navy. 

JUNE 7, 1889. 

Srn: Ensign John H. Gibbons, United States Navy, having been de-
tached from the U. S. S. Vandalia. I have the honor to express to the 

' department my appreciation of his uniformly good conduct and officer­
Uke qualities. He was conspicuous for coolness and courage during 
the gale of :March 15 and 16, 1889. 

J. W. CARLIN, 
Cormn.attder,. U. 8. B. Vandalia. 

In 1890 he was transferred to the coast survey steamer Gedney, dur­
ing which time the commanding officer addressed a letter to the Sec­
retary of the Navy commending Lieut. Gibbons on his duty as execu­
tive and navigator of that vessel; 

"Duty performed conscientiously and well. Displayed intelligence, 
energy, and int«.>rest In field work. Indiff'erent to danger, long hours, 
and exposure. Morals above reproach." etc. 

In December, 1891, he was pt·omoted to lieutenant (jllii,ior grade). 
From 1891 to 1892 be was Instructor at the Naval Academf in English 
and law. after which, fn 189:?. be served as assistant inspector of 
ordnance at tbe Washington Gun Foundry, and was fn charge of the 
manufacture of the first 5-incb rapld-fire guns and mounts built for 
the naval servic~. The r«.>port during this time, from the commandant 
of the Washington Navy Yard, t·eads: 

"Very competent ordnance officer, interested in his work; ingenious." 
And in a subsequent report: 
" Lieut. Gibbons has been in charge of nll work connected with and 

relating to 5-incb guns and their mounts, also work upon gunlocks, 
primers, and fuses. Performed his dutles excellently." 
Ya~3~ later, in 1893, from the commandant of the Washington NaTy 

"The duties of his position required special fitness, and this was 
shown by Mr. Gibbons." 

In 1894 he served on the U. S. S. Chicago and was transferred to 
the U. S. S. Raleirlh in 1895, during which time the Raleigh was active 
in suppressing filibustering off the coast of Florida and Cuba. 

In February, 18!)6, be was promoted to lieutenant, and in 1897 was 
ordered as aid to the Assistant Secretary of the Navy, in which 
capacity be bad charge of the Naval Uilitia, including the mobilization 
of the Naval Militia for service in the Spanish War and additional 
duties In the org-anization of the coast signal service. During this 
time tbe Assist ant Secretary of the Navy, the honorable Theodore 
Roosevelt, made tbe following report: 

«Lieut. Gibbons SCl'>ed in special charge of the Naval 1\Iilitia during 
IllY time as Assistant Secretary of tbe Navy. I can not speak too 
highly of tbe excellent work that he did. His industry, courtesy, and 
professional capacity made him invaluable to me as an advisor, not 
only in relation to his particular duties, but to the general work o! the 
office.•• 

In 1898, at tbe outbreak of the Spanish War, Lieut. Gibbons was 
assigned to the U. S. S. Newark, and received the We~t Indian campaign 

medal for service on the blockade and In tbe bombardment o! Santiago 
and Manzanillo. During this time CaP.t. Albert S. Barker, command­
ing the U. S. S. Nev:ark, gave Lieut. G1bbons an excellent t•eport as an 
officer, adding that Lieut. Gibbons was present at the bombardment of 
the forts at Santiago July 2, 1898, and later Capt. Goodrich, of the 
Neu:ark, made the following report concerning Lieut. Gibbons : 

".\ capital officer and shipmate; bas marked literary taste." 
After the Spanish-American War he was transferred, in 1899, to the 

U. S. S. Massachusetts; thence, in October, 1809, to the U. S. S. 
Bt·ooklyn, serving as navigator of the B r ooklyn during a cruise to the 
Philippines. While on the Brooklyn, be was selected to comll)and the 
General AliWa in an expedition to the Gulf of Ragay, where he rescued 
from tbe insurgents about 500 American and Spanish prisoners. For 
this service he received the highest commendation from the Navy De­
partment and the command«.>r in chief of the Asiatic Fleet uoon the zeal 
and ability shown by him in fitting out this expedition and the excel­
lent execution of orders. Upon returning to the Brooldyn he served in 
the Boxer campaign in China, and afterwards, for a brie1 period, as 
captain of the port in Manila. In 1901 be was ordered to the United 
States on the U. S. S. Ot·egon, thus complt>ting a cruise at·ound the 
world. During this time the commanding officer of the Oregon, Capt. 
Charles M. Thomas, reports that he considers Lieut. Gibbons eminently 
fit to be intrusted with hazardous and important independent duties. 

After a brief tour of duty at Bufi'alo. N. Y., in charge of the branch 
Hydrographic Office and Recruiting Service, he was ordered, in U>Ol, to 
duty in the Office o! Naval Intelligence at Washington, and received the 
following report from Capt. Charles D. Sigsbee, chief intelligence officer: 

" Lieut. Gibbons is an exc«.>llent and very ready officer. In compil­
in~ and e-eneralizing wot·k be has been of great assistance to me." 

In 1902 he was promoted to lieutenant commander, and in J"\me, 
1903, was assi1p1ed to the command of the U. S. S. Dolphi n. While 
on thiS' duty tne Dolphin was awarded the trophy for excellence in 
naval gunnery, Lieut. Commander Gibbons receiving from the Secre­
tary of tbe Navy a letter commending blm on the Dolphin attaining the 
greatest rapidity of hitting and the highest final merit of any vessel 
of her class. '.rbe Dolphin, under his command, was constantly en­
gaged in cruising along the Atlantic coast, West Indies, and Central 
America. Doting this time the Admiral of the Navy made a special 
report of fitness on Lieut. Commander Gibbons as being an excellent 
officer in every capacity, .fit to be intrusted with hazardous and im­
portant independent duties. Among other Important duties while under 
his command the Dolphin was detailed on special duty to convey the 
Japanese peace commissioners from New York to Portsmouth, N. H. 

In 1!J05 he was detached from command of the Dolphin and ordered 
as naval attache to London. While on this duty his reports cover 
every field of naval activity, and be was hig-hly commended by the 
Chief Intelligence Officer, Rea1· Admiral R. P. Rogers, who states in his 
reports of fitness: ."He has been a ve1·y valuable nnval attache," the 
remainder of his report being excellent throughout 

Among other duties performed while he was naval attache to London 
were those in conneetion with the London naval conference and as 
special naval attache to the minister ol Sweden during the coronation 
of King Haakon, Trondjhem. 

In December, 1906, he was promoted to commander, and in May, 
1909, Commander Gibbons was assigned to the command of the U. S. S. 
Charleston, then on the Asiatic station, and at that time considered 
the most important command to which a commander was eligtble. Dur­
ing this cruise the Charleston received tbe trophy for excellence in 
naval gunnery, and Commander Gibbons received a commendatory letter 
from the Secretar;v of the Navy on the efficient condition of the per­
sonnel and materiel of the U. S. S. Charleston, she having attained 
the highest final merit in elementary target practice of any vessel of 
her class, and Commander Gibbons was further congratulated by the 
commander in chief of the Pacific Fleet for excellence in gunnery at 
battle practice, this practice having been conducted in company with 
eight armored cruisers off Olongapo,· P. I. 

In solving a strategic problem for the Navy Department Commander 
Gibbons brought the Chat·leston from Yokohama by the northern route 
to Bremerton, Wash. in record time. 

Orr June 9, 1910, Commander Gibbons addressed a letter to the Secre­
tary of the Navy, as follows: 

.. In compliance with article 332, Navy Regulations, I respectfully 
request that I may be ordered to duty in command of a battleship on 
active service with the United States Atlantic Fleet. 

" My reason for making this application is that the Charleston is to 
go out of commission in the early autumn, at which time there may 
possibly be vacancies in battleship commands. 

" Very regpectfully, 
" J". H. GIRBONS, 

ucom,mander> Un ited States Navy, Commanding." 

This request was not approved and Commander Gibbons. after his 
promotion to captain in October, 1910, was ordet·ed to the General 
Board, he having previously placed the Charleston out of commission at 
BremPrton, Wash. While on duty with t he General Board be received 
excellent reports from Admiral Dewey. In May, 1911. Capt. Gibbons 
was selected as Superintendent of the United States Naval Academy, 
and while on this duty his administration received the highest com­
mendatiO'n from the Navy Department and the Board of Visitors. The 
following are extracts from the report of the Board of Visitors to the 
United States Naval Academy, 1911 : 

"Capt. John H. Gibbons, United States Navy, who assumed the 
office of superintendent on May 15, is splendidly eCJu1pped for t his 
difficult and r-esponsible position, and will undoubtedly maintain the 
present high standing of the academy during his term of service." 

In 1912, after he bad served as superintendent for one year, the 
following report was made by the Board of Yisitors: 

" The discipline and conduct of the midsbipmpn bas been remarkably 
good and deserves special mention and commendation. 

"The board was especially gratified to find a ll the officers, professors, 
instructors, and midshipmen working in perfect accord nnd harmony. 

"The academy is in a prosperous and flourishing condition," etc. 
And in 1!H3. the Board of Visitors made the following report: 
"The administration of the atl'airs of tbe Aca demy, under the 

superintendence of Capt. John H. Gibbons, United States Navy, deserves 
more than passing commendation. It Is apparent that all the depart­
ments have been brought to a high degree of efficiency, that due em­
phasis bas been laid on the practical as contrasted with tbe theoretical 
side of instruction, and that the earnestness and fair-mindedness of the 
officers detailed to the academy is reflected in the spirit displayed by 
tne midshipmen. Admirable discipline prevails, and the impre sian 
made upon the )loard is that the midshipmen are in f:lOOd physical con­
dition and happy in their work. It is evident that ~apt. Gibbons and 
the officers and professors under him keep constantly in view the basic 
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